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EXECUTIVE SUMMARY

Initiated in 1994, the Secondary Cities Project (SCP) combines policy reform with infrastructure
construction with the goal of providing a sustainable foundation for improved health and living conditions
in smaller urban centers of Egypt Using extensive criteria and after considermg over 200 cities which
needed new or improved water and wastewater services, USAID selected the following seven cities with a
population of approximately 1 6 milhon Mansura, Luxor, Sharm El Sheikh, Nuweiba, and the Aswan
Group — Kom Ombo, Daraw, and Nasr The SCP purpose 1s to expand, develop, and demonstrate
sustainable, replicable water and wastewater facilities in selected urban population centers in different
geographic areas and to strengthen mnstitutional capabilities for supporting water and wastewater
mstitutions 1n operating and maintaming the physical facilities

To achieve 1ts purpose, the SCP employs a three-stage strategy

1) Stage One--Design of Action Plans for Reform
USAID-funded techmical assistance (TA) work with governorate and local officials as well as
community representatives to develop individual time-phased steps needed to achieve cost recovery
and autonomy for the local entities responsible for operations and maintenance (O&M) of w/ww
systems 1n an mdividual city,

2) Stage Two GOE--Implementation of Action Plans
USAID and the Government of Egypt (GOE) agree upon “substantial progress” toward reform as a
prerequisite to construction The specific definitions of “substantial progress” to be detailed for each
city and approved by USAID and the GOE 1n project implementation letters (PILs) before funds are
commutted for construction,

3) Stage Three--Construction of Water/Wastewater Infrastructure
Construction activity to begin once the agreed upon progress has been achieved for each city

The SCP/IDS contract was signed on 22 August 1995 The contract provides for two phases
corresponding to the first two stages of the three-stage strategy described above Commencing in August,
1995, and covering three years, Phase I comprised 23 specific action-oriented tasks Phase II (GOE
implementation of action plans), began in July, 1998, through the exercise of an option dated 30 July 1998
and will cover five years, having a completion date of end-FY2003

The first component 1s being accomplished through an Institutional Development Services (IDS) contract
with Chemonics International Inc (CI) and 1s the subject of this evaluation The second and third
components are being undertaken through a separate Engineering Design and Construction Management
(ED/CM) contract with Camp Dresser & McKee International Inc (CDM), which has also provided
certain services under subcontract to the IDS Project

INTERIM EVALUATION AND TERMS OF REFERENCE

The Interim Evaluation was conducted dunng the period of 18 April to 2 June 1999 The six-member

Evaluation Team consisted of institutional development and management specialists, financial specialists,

and engineering specialists The team employed a methodology comprising report review, interviews, site

visits, and team discussions The Evaluation Terms of Reference focused on the following topics

o Examune the effectiveness of the seven cities with regard to the policy recommendations and action
plans developed by the Project

o Dehneate the problems and constraints that have slowed or prevented the implementation of the
recommended work plans presented by the Contractor

o Quantify the progress toward achieving the Project outputs
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¢ Recommend actions that may be taken by USAID and the GOE to achieve Project goals and
objectives, in the form of tasks to be carned out

PRINCIPAL FINDINGS AND CONCLUSIONS

Overall performance of the Project 1s considered excellent, with substantial progress being made toward
meeting the individual project objectives At the end of Phase I in June 1998, three of the four Project
governorates had achieved all conditions precedent (CP) and PILs were signed, enabling construction
activities to begin  Eighty-eight percent of all key benchmarks had been achieved at that time By the time
of this evaluation (April 1999), all project sites had fully met their CP targets The evaluation team
believes that the participating utilities have come a long way from where they and the rest of the sector
stood at Project inception Qualitative and sigmificant changes have occurred 1n key areas central to the
development of autonomous entities These areas include organization and staffing, finance and
administration, operations and maintenance, management systems, and traimng  Particularly impressive
progress has been achieved in revenue retention In comparison to non-Project sites -- sometimes
contiguous governorates with similar conditions facing the w/ww sector -- the participating utilities show
marked differences and are often envied by the surrounding areas

The contractor and USAID have performed well, exhibiting remarkable flexibility to respond sensitively to
evolving and quite umique project needs at the individual cities No delays in implementation resulted from
the action or maction of either the contractor or USAID What delays have taken place result from the
GOE efforts to resolve sector reform issues on a national basis, rather than addressing individual PEA

incorporation plans at this stage

Performance-based contracting 1s an effective mechanism, saving one year i project length
Outcome mdicators n the form of benchmarks established for each governorate’s action plan
provided the means for measuring the success of the institutional strengthening activities The
Contractor completed a significant majority of the required Phase I tasks on or m advance of
schedule. The Evaluation Team beheves that the clarity and structure of this performance-based
approach—combined with a cost-plus-award-fee incentive mechanism—was a major factor
Phase 1 success. The result 1s cost savings and increased cost-effectiveness.

PRINCIPAL RECOMMENDATIONS

Nonetheless, much still remains to be done in order to meet one of the key objectives of the IDS Project by
the EOP -- full and sustainable recovery of operation and maintenance costs While preventive
maintenance, bill collection, staff productivity, and utility management all indicate significant improvement
from pre-Project levels, full cost recovery by late 2003 remains a formudable goal Historical data senes
show that while revenues are mncreasing, so are costs The question of how intractable this gap s, even in
the event of full autonomy, can be debated The path for combined water-wastewater utilities in Egypt 1s
even more difficult While estimates vary, cost recovery ratios currently range from about 45% to 70% at
Project sites, where calculable The deficit relates sigmificantly to the lack of economic pricing for
water/wastewater Extra-project constraints hnmut the slope of the path to cost recovery GOE laws that
preclude meaningful tanff reform remain a stumbling block, but are being addressed by the parallel
USAID-financed Legal and Institutional Reform (LIR) Project
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Principal recommendations are to:

Encourage GOE to develop realistic options in order to provide capital financing for
infastructure mm the Water/Wastewater Sector. Currently, high interest rates are a constrant on
capital financing Under transitionary status, PEAs could be enabled to finance capped amounts of up
to LE 2 mullion for small capital projects (1 ¢ rolling stock, small extensions to systems) as zero-interest
loans After transition, enable the capital costs for small stems to be financed at concessionary rates
Expedite the procurement of bulk metering equipment.

The transfer of authority for the provision of bulk meters has delayed the ability of all utilities to
measure their influents and effluents accurately

Expedite the procurement of leak detection equipment.

Project data indicate a weighted Project-wide average of 40% unaccounted for water relative to total
production  System efficiency can be dramatically increased if system leakages and illegal connections
are reduced

Expedite service metering program.

The service metering program, including installation, testing, and repair, should be expanded formally
to include all classes of consumers Conservation is a normal result of metering and provides more
trust and consumer confidence 1n billing

Review and revise staffing plans to concentrate resources on areas of key personnel where
shortages currently exist, and urge GOE to expedite approval of new personnel needs.

Some sites are overstaffed with low-skilled personnel, while at the same time there 1s a shortage of key
positions such as engineers and accountants The difficulty of obtaining GOE approvals required for
new positions remains an obstacle Recommendations include staffing plans focusing on identified
needs and proactive lobbying of GOE for expedited approvals

OTHER RECOMMENDATIONS

Seek GOE co-operation for fast-tracking path to fuller financial viability of PEAs

Fully activate all training commuttees, expand traming program, especially for senior management
Expedite health impact evaluation and health education plan/implementation

Expedite establishment of an Occupational Health & Safety function at all sites

Coordinate with ED/CM Project component on a low-cost waste treatment study under IDS
Expand consumer education program
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CHAPTER L INTRODUCTION

A _Background of the Secondary Cities Project
1. History

USAID began investing 1n the water and wastewater (w/ww) sector in Egypt m 1977 By 1984, the
Agency had authonized 1n excess of $2 billion to assist urban and rural populations in meeting their needs
for safe access to potable water and related samitation services These investments have enhanced human
resource productivity and the quality of life, improved maternal and child health, and reduced
environmental degradation At that time, Cairo and Alexandna had been the primary beneficiaries of the
sector program, recerving some three-quarters of the funds while compnsing about one-quarter of the
national population

Nevertheless, the GOE and USAID recogmzed the acute development and environmental health need to
provide improved w/ww facilities 1n “secondary” cities (1 e , cities with populations between 20,000 and
650,000) Indeed, the National Orgamzation for Potable Water and Sanitary Drainage (NOPWASD) had a
backlog of more than 200 cities that had requested assistance to construct new treatment facilities and
networks or to expand and rehabilitate existing ones USAID assistance was therefore sought to address
this need

Although USAID nvestment 1n the w/ww sector had already resulted in a broad-based impact, the Agency
recognized that in order to maximize the intended benefits, a number of technical, financial, institutional,
and social 1ssues remained to be addressed in the context of structuring future assistance

As a result, continued USAID investments in w/ww were predicated on the need for a clear, well-
developed strategy toward sector reform that would address these 1ssues At that time, the GOE had
already been demonstrating significant movement toward reforms under two USAID projects Cairo
Sewerage II and Alexandnia Wastewater Systems expansion Key elements of those projects included
GOE-developed, time-phased action plans detailing planned steps toward transforming existing wastewater
authorities into autonomous orgamizations Additionally, two presidential decrees were signed to provide
the enabling legal framework to support the action plan reforms USAID considered that such initiatives
had placed the reform process in motion and set as conditions for future funding progress i the areas of
cost recovery, revenue retention, labor force adjustment, taniff-setting authority, and the removal of legal
constraints mhibiting autonomy USAID believes that sector performance 1s achievable through policy
reform that focuses on such structural adjustment and the provision of capital projects

2. Project Description

The Secondary Cities Project (SCP) was designed in 1994 with the goal of providing a sustainable
foundation for improved health and living conditions 1n smaller urban centers of Egypt The SCP purpose
1s to expand and develop sustamable, replicable w/ww facilities 1n selected urban population centers in
different geographic areas and to strengthen institutional capabilities for supporting w/ww nstitutions in
operating and maintaimung the physical facilities This purpose conforms to USAID’s policy on institutional
development, which requires that institutional development be addressed 1n all projects to ensure that
benefits can be sustained after external assistance ceases

Starting with a GOE list of over 200 cities, thirteen technical criteria were employed to select sixteen cities
from nine different governorates for further study Four different regions were considered for closer study
the Delta, Red Sea, the Sinai, and Upper Egypt The Delta has a combination of saltwater intrusion and
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uncontrolled discharge of urban sewage, which 1s raising the groundwater level and threatening the
groundwater supply For the Red Sea and the Sina, the lack of access to potable water coupled with
wastewater discharge 1n excess of treatment capacity threatens the coral reefs and constrains the growth of
tounism A similar situation exists 1n the smaller cities of Upper Egypt along the Nile where lhttle treatment
capacity exists

The cities finally selected by USAID and the GOE (Mansoura, Luxor, Sharm El Sheikh, Nuweiba, and the
Aswan Group — Kom Ombo, Daraw, and Nasr) accorded with some twelve additional critenia  These
included the potential for regionalization and the Agency’s global strategy emphasizing the promotion of
sustainable growth in local commumities and direct impact on the poor The selected cities compnised a
total 1996 population of approximately 1 6 million

By FY2003, 1t 1s expected that w/ww infrastructure will be constructed, operated, and maintained mn six
Project cities supported by responsible autonomous entities The outputs of the project are
environmentally sound w/ww infrastructure constructed and functioning, establishment of sustainable
mstitutional frameworks, and achievement of financial viability USAID project assistance funds three
major areas of activity 1) mnstitutional support and technical assistance, 2) engineenng design and
construction management, and 3) construction

The first component 1s being achieved through an Institutional Development Services (IDS) contract with
Chemonics International (CI) Inc and 1s the subject of this evaluation Principal subcontractors to CI are
Camp Dresser & McKee International Inc (CDM), Titus Austin Inc , Chemonics Egypt, and Arabic
Software Engineening The second and third components are being undertaken through a separate
Engineering Design and Construction Management (ED/CM) contract with CDM, whuch, as noted, has
also provided certain services under subcontract to the IDS program

3 Project Strategy

To achieve 1ts purpose, the SCP employs a three-stage strategy

a) Design of Action Plans for Reform.

e USAID-funded technical assistance (TA) to work with governorate and local officials as well as
community representatives to develop individual time-phased action plans for each project city

e The action plans to specify steps needed to achieve cost recovery and autonomy for the local entities
responsible for operations and maintenance (O&M) of w/ww systems

b) GOE Implementation of Action Plans.

o USAID to seek “substantial progress” toward reform as a prerequisite to construction within the time
frame prescribed by the action plan

o The specific defimtions of “substantial progress” to be detailed for each city and approved by USAID
and the GOE 1 project implementation letters (PILs) before funds are commutted for construction

c) Provision of Water/Wastewater Infrastructure.

e Construction activity to begin once the agreed upon progress has been achieved for each city

B_Orgamzation of the Report

The report 1s organized into four chapters Chapter 1 1s this mtroduction Chapter 2 details the specific
findings and recommendations regarding the IDS task performance, organized on the basis of the 23
action-onented tasks in Phase I of the IDS contract The emphasis 1s on the contractor progress in
achieving specific outputs Chapter 3 presents findings and recommendations regarding the effectiveness
of the IDS program on local authorities, organized on the basis of “key items” 1-5, noted in Annex C
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The emphasis here 1s on the response of the local utilities to the project inputs Because of the number of
tasks and items 1n Chapters 2 and 3, the findings and recommendations for each (if applicable) are grouped
together for ease in review Chapter 4 summarizes the major findings and conclusions regarding Phase I
performance as well as principal recommendations for Phase II (A complete list of recommendations 1s
serialized in Annex E )

C. Background of the Evaluation Team

Thus report has been compiled by six senior experts specializing in management, finance and admnistration,
and Operations and Management 1n the area of water/waste water The Evaluation Team consisted of
three expatniates and three local counterparts Brief overviews of their background follow below

Team Leader/Institutional Development and Management Specialist: Frank Carroll has over 20
years of experience 1n program evaluation, design, and institutional strengthening 1n the areas of water
supply, waste water, samitation, and environmental health As a consultant to the World Bank Technical
Adwvisory Group, he worked with the Egypt General Organization for Potable Water, the Ministry of
Health, Mimstry of Housing, and Daqahliya Governorate civil engineering entities He led the Final
Evaluation team for a four-country USAID Africa Water institutional strengthening program

Financial Specialist Michael Gaffen has over 20 years of experience 1n financial and economic analysis,
strategic planning, policy review, and mvestment strategy for the infrastructure, energy and environmental
sector worldwide He has worked extensively in the water and wastewater sector, particularly in
restructuring and evaluation of tanff and rate structures in Egypt, Israel, Honduras, and Russia

Engineering Speciahst Dan Hallett has extensive engineering experience in the water and wastewater
sector throughout the Near East He has lived and worked in Egypt He has conducted a number of
USAID project assessments of mstitutional strengtheming programs, including the Canal Cities project and
mstitutional strengtheming of the National Organization for Potable Water and Sanitary Drainage

Egyptian Institutional Development and Management Specialist: Mohamed Farid Abd El-Moneim
Sewelam 1s a technical advisor 1 policy reform and has USAID expenence working on mstitutional
development projects He has over 35 years of experience specializing in water and wastewater engmeering
and utiity management, including five years directing and managing the municipal organizations for
sanitary drainage in Cairo and Alexandna

Egyptian Financial/Economic Specialist: Mohamed El-Sayed Harfoush, former Undersecretary for
Finance and Adminstration at the General Orgamization for Sanitary Drainage, has nearly four decades of
expenence in Egyptian public-sector financial management and admimstration Mr Harfoush was directly
mvolved, as a representative of AGOSD, 1n the development of USAID’s Water and Wastewater Sector
Performance Indicators, and he was mstrumental 1n securing AGOSD’s policy reform achievements with
the Ministry of Finance and CAOA.

Egyptian Utihity Engineer Ahmed Mohamed Allam 1s a professional engineer with 32 years of
extensive management and technical expenence n all aspects of water and sewage production and
distnbution He has served as Operations and Management Specialist on USAID projects and as engineer
m Iraq: State contracting company for water and sewerage projects He has also served for eighteen years
in the Governorate Housing Department of the Qalubiya Governorate of Egypt

DATEX ~c



Mid-Term Evaluation of the Institutional Development Services for the Secondary Cities Program

CHAPTER II. INSTITUTIONAL DEVELOPMENT SERVICES PROGRAM TASK
PERFORMANCE: FINDINGS AND RECOMMENDATIONS

The emphasis 1n this chapter is on the progress of the contractor in achieving the outputs as defined by the
IDS statement of work It 1s orgamzed on the basis of the 23 Phase I implementation sub-tasks

A. TASK 1: Assessment of Counterpart Orgamzations

Task 1.1. OQuthne Legal Framework Constraints

The contractor provided project-wide assistance 1n analyzing Presidential Decree (PD) 281/1995, 1ssued
coincident with Project start-up [PD 281 established public economic w/ww authornities (PEASs) in seven
provincial governates, two of which—Daqahliya and Aswan—are Project sites ] The Contractor identified
constrants (e g, staffing and tanff-setting restrictions) as well as opportunities (e g , revenue retention)
The SCP/IDS design did not formally anticipate the existence of PD 281 as a guidepost for autonomous
utility operations in some governorates In spite of the inherent constraints, therefore, the Decree
somewhat clanfied certain actions required under thus task

In non-PEA areas (Luxor, South Sinar) and with its IDS partners, the Contractor delivered key assistance
to local Project counterpart orgamzations and various central agencies, in analyzing and 1dentifying the
means by which these utilities could achieve autonomy, including

e traversing the local and central GOE approvalis chain

maintaiing a stream of official correspondence from the local administration to the Minstry of Local

Adminsstration

producing a report on achievements of the PD 281 authonties

prepanng of a dossier of intergovernmental correspondence on incorporation/consohidation

communicating findings from a USAID-sponsored semmar (December 1996) on utihity regulation

staging a widely-attended national seminar on private-sector participation (PSP) in June 1997,

explaining, among other institutional 1ssues, legal constrants and opportunities

e conducting preliminary legal feasibility analyses with advice on enabling legislation for utihty
CONCession arrangements

Task 1.2. OQuthne Ways to Strengthen Utiity Management Capability; Traming Needs Assessment
The Institutional Development Services (IDS) traming effort began with a general traiming needs
assessment, resulting 1n a clear conclusion that skills were so low that imtial formalized testing of skills
would not be appropniate

The Contractor’s deliverable, entitled “Traming Plan Report,” presented assessments of all Task 1 2
requirements, including a thorough review of n-country traming course offerings from NOPWASD and
from other utilities A few management courses offered by NOPWASD were considered useful for Project
counterpart participation Some local GOE officials informed the Evaluation Team that the Damanhour
Traming Center (DTC) offerings were deemed unsuitable for Project use because of the “hands-on” nature
of the IDS tramming strategy Nevertheless, much useful course material was obtained from DTC and
modified for use 1in Contractor-provided governorate Training Centers

While twinning and other U S -based training expenences were mnvestigated, the Contractor chose to
postpone such “cost-intensive” considerations for later in the Project
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Task 1.3. Automation of Management Systems

A MIS 1s essential to provide current and projected data and information on water flow, revenue, expenses,
salanes, etc (1 ¢, all data required for an effective management decision-making capability) The
Contractor has imtiated the design and operation of a functiomng MIS unit 1n each of the four locations
South Sinai, Luxor, Aswan and Mansura The Contractor has delivered appropmnate traming to MIS staff
Personal computers (PCs), using the MS-DOS operating system, and associated software procured by the
Contractor have a normal half-ife of 2 years The sofiware and hardware were acquired over two years
ago, and therefore do not reflect current norms (1 e , P2/400mh computers, with Windows 98 and MS
Office 2000 suite, utihizing high-resolution display and laser jet printers) Nonetheless, the existing
equipment quite adequately meets the foreseeable primary needs of the project The PC’s all have built-in
modems to facilitate communications among offices

None of the current MIS offices have telecommunication ports, and network capabilities have not been
established While MIS departments are functioning well, there 1s currently no capacity for electronic data
shaning among different offices within each organization For example, laboratory data 1s delivered “on
paper” to MIS staff, who then key in that data Substantial benefits can be gained from a data sharing
system including improved reporting, tracking of results, efficiency, management control and productivity
Phase II should include an investigation into an appropniate automated data sharing solution Such a course
of action would be the logical next step in system upgrading

Recommendation
o Prowvide technical assistance (TA) early in Phase II to assess the current and future benefits and
feasibility of inter-departmental data-sharing systems

Task 1.4. Upgrade Financial Control Systems

The Contractor has been facihitating the gradual computerization of critical financial functions including
payroll, revenue, accounting, procurement and stores Not all functions are yet automated at all locations,
but the Contractor has effected significant progress along a reasonable path The Contractor provided
background support for the managers and specific financial and accounting traming for the staff to create
an operational financial group All accounting systems are eventually to conform to the Egyptian Standard
Accounting (commercial) system By the end of Phase I, commercial accounting had been implemented in
Daqahliya and Aswan The Luxor and South Smai utilities estimated that conversion from “shadow
accounting” using the GOE system would occur by July 1999 and January 2000, respectively

Task 1.5. Identify Systems Required to Achieve Financial Viabihty
The Contractor 1dentified a budget process and method of institutionahizing the procedures and elements of
a budget in Daqahliya, Aswan and Luxor In South Sinai, traiming 1n budgeting was provided

Formal revenue-requirements and cost-of-service studies (within 10% accuracy for each utility) did not
appear to be prepared The Contractor did perform, however, prelimmary O&M cost recovery pricing
studies for all seven cities

In addition, with its IDS partners, the Contractor conducted a more detailed tanff study for capital cost
recovery in a public-private partnership in Luxor City Formal tanff studies were not conducted for other
sites (Full cost and rate studies are scheduled for Aswan in Year 5 and other cities in Year 6 )

Alternative revenue sources were researched in Kom Ombo (Aswan) and Mansura (e g , metering and
connection fees )
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Task 1 6. Inventory Control and Stores Management

The Contractor found procurement, inventory control, and stores management practices at Project start-up
to be extremely haphazard and mefficient The Contractor has helped the imtial random collection of
stores and mventory control to move toward a computerized system, but this has not been implemented at
all locations After discussion with counterparts, it was determined that the best approach toward
automation would be to initially develop an intermediate Cardex system, which has been implemented at all
sites The Contractor regards this achievement as a major step in the mventory management program
towards developing a uniform database, which at this time 1s not a high prionty

Task 1.7. Improved Organizational Effectiveness

The Contractor reviewed the pre-project, highly centrahized institutional framework in which local utilities
are historically embedded, emphasizing the fact that such entities have no organizational identity in the
provincial administrations, and therefore no authorty or public responsibility The Contractor analyzed the
mitial orgamization blueprints of the Central Agency for Orgamzation and Administration (CAOA) for
PEAs as replicates of the highly centralized model The Contractor identified the need of a modernized
utility to incorporate more specialized orgamzation at the local level The Contractor assisted in mobilizing
local CAOA offices to lobby for decentralization, based on the principle of providing assured service

Task 1.8. Management Policies and Procedures

Following achievements under Task 1 7 above and with 1ts IDS partners, the Contractor helped to effect
rapid progress in comprehensive and detailed organizational design and staffing plans at PEA division and
headquarters levels (Daqahliya and Aswan) These plans were established as benchmarks Manpower
adjustment strategies (including Luxor as well) were also set as benchmarks The Contractor helped to
prepare an organization plan for South Sinat with staffing requirements for the headquarters and
management-level job descriptions The Contractor also assisted in drafting internal personnel policies and
regulations (another benchmark) that introduced performance standards and creative approaches to PEA
constramts Durning Year 1, the Contractor helped to prepare a traming needs assessment plan, and in Year
2, a manual of twenty training admunistrative procedures (TAPs), establishing an internal assessment
system

Task 1.9. Draft Systems Management Action Plan

All draft action plans providing detailed recommendations and procedures for utility conversion were
completed during the first project year, 1 e , by the second half of FY95/96 In addition to this deliverable,
strategic planning concepts were introduced and mission statements 1dentified Capital plans were
prepared for Daqgahliya and Aswan Business plans for Dagahliya, Aswan, and Luxor (including a capital
plan for Luxor) remained to be identified

B_TASK 2. Preparation of Action Plans

Task 2.1. Develop Benchmarks toward Achieving Autonomy and Cost Recovery

The Contractor designed and implemented a senies of benchmark quantitative indicators to measure the
progress of Project utilities in moving from start-up status levels to achieving independence The
benchmarks are available for all seven cities on a quarterly and annual basis

Task 2.2. Framework for Legal, Policy, and Institutional Reform
The PEA framework was 1dentified as an important benchmark for utility sustainability in relevant Project
locations
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To promote the consolidation of utility activities in non-PEA areas (South Sinai, Luxor), the Contractor,
with its IDS partners, helped to deliver key assistance to local Project counterpart organizations and
varnous central agencies, in

e setting the main mstitutional benchmark as formation of a governorate utility department by governor’s
decree 1n South Sinat

o conducting a March 1998 workshop (Luxor) that developed a request to the Pnme Minster for PSP

plan approval, established as a USAID benchmark of “substantial progress”

establishing transition management commuttees in all Project governorates

establishing the SCP Steering Commuttee and enlarging its stakeholder membership

mobihizing the official support of the SCP Steering Commuttee for incorporation

mobilizing the support of MHPU/NOPWASD and MOP

Task 2.3. Finalize Trammg Plan

Traming plan preparation has been a cooperative effort between the IDS Project staff (traiming and
technical) and counterpart managers, resulting in Annual Tramung Plans, updated quarterly, based on
pniority Project implementation needs

Task 2.4. Approval of the Action Plans

On the basis of draft action plans completed duning the Year 1 of the IDS Project, Final Action Plans were
prepared PILS were co-signed specifying six CPs each for Aswan, Daqahhya, and Luxor The Action
Plans also contaned, respectively, 27, 28 and 27 benchmarks that the Contractor assisted in preparing An
Action Plan was also completed for South Smai during Year 1, but the PIL was not signed by the governor
for several reasons, some of which related to the capital works component of the SCP The South Sinai
Action Plan was eventually approved during Year 3 and specified 25 benchmarks, which included 8 CPs

C TASK 3: Implementation of Action Plan Reforms

Task 3.1. Legal Framework

Project Tasks 1 1 and 2 2, assisted by the contractor, enlivened the public debate over legal and regulatory
reform of the sector The principal constraints identified by the SCP with CI assistance require sufficient
attention as to justify a significant parallel effort through another project The responsibility for drafting of
appropmnate legal documents to facilitate the transition to autonomy of w/ww utilities through sector
reform has been assumed by the USAID/Egypt Legal and Institutional Reform (LIR) task order for Legal
and Regulatory Development of the Water/Wastewater Sector

Task 3.2. Management Traming

In the effort to maximize overall utility cost savings, the Contractor developed a Training Plan in Phase I
that largely focused on on-the-job traiming (OJT) in the use of leak detection equipment, sewer cleaning,
meter repatr, stores management, laboratory equipment supplied by the Project, and MIS and accounting
systems Phase II tramning needs will be prioritized using more sophusticated methodologies such as
cost/benefit analysis (1 e, cost of training vs cost savings to the utility), reflecting the Phase II emphasis on

sustainability

Professional development opportunities were provided through management traming given to senior staff,
both by the Contractor and through selected courses offered by NOPWASD In addition, key managers
attended appropnate workshops available in-country, as well as one in Tunisia
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As per the traiming model implemented by the Contractor, Level 1 (questionnaire responses of the trainees
and instructor gathered at the end of the course) and Level 2 (testing by the mnstructor) evaluations have
been routmely performed during training, while Level 3 (measure of workplace knowledge and skills
transfer) will commence shortly A Project-generated report produced in June 1998, entitled “SCP/IDS
Traimng for Results Report,” provided an analysis of Level 1 and 2 results Although the data were
somewhat sketchy, the conclusions were useful in modifying the Project’s training

Task 3.3. Inventory Control and Stores Management

Initially, the Contractor developed one store in each utility as a pilot store at the water treatment plants n
Mansura and Kom Ombo, and at the water and wastewater treatment plants in Luxor (Note A pilot
store was not developed for South Sina1 since service contractors provide maintenance ) The program
involved site selection, site preparation, furmshing, parts cleaning, shelving, parts classification, and
recording The Contractor then introduced on-the-job traiing to apply fully and implement the Cardex
Inventory Management System

Once the pilot store was fully functional under the Cardex system, each utility was encouraged to
implement the same system 1tself in the conversion of remaining stores, as applicable, with the Contractor
providing guidance only as needed After all the stores are converted, the Contractor will train and assist
the counterparts 1n developing a coding system toward the eventual completion of an automated Inventory
Management System integrated with the utility’s Financial Accounting System

Benchmarks achieved
e Completion and efficient use of a pilot store and inventory control system 1n each utility
o Tramming of store managers 1n all utilities on basic stores management

Recommendation
o Encourage the utilities to request the Mimistry of Finance to accept their new system of record-keeping

so that the storekeepers can eliminate the Mimstry’s requirement to mamntain a separate ledger

Task 3.4. Management Systems

With 1ts IDS partners, the Contractor has designed and implemented an MIS ready to provide a wide range
of data and information required for timely decision making Each location has a designated MIS staff of
four and a supervisor, with associated computer hardware and software to meet most requirements The
teams were generally well trained by the Contractor, beyond the current management requirements, and
were anxious to acquire the latest level of computer hardware/software to respond more effectively to
inquinies Some of the staff appeared to be under-utiized, and dependent for tasks on one clhient -- senior
management The data and information could be a valuable asset to others in the organization

Project utiity management exhibits different levels of utilization of MIS reporting capabilities The South
Sina1 MIS unit does not yet have cost center data to produce “real” reports for management, their
approach has been to develop “shadow reporis” as a traiming exercise, while management continues to use
manually produced reports (On the other hand, in Aswan, the Secretary General of the Governorate—an
ardent supporter of the IDS program—maintains an active file of MIS-produced reports for his use )

Recommendations

e Expand the commitment to use MIS information (reports, tables, charts, etc ) for management
decision-making

e Explore ways in which to make MIS information more accessible and useful for other (non-senior
management) staff and departments who require current and reliable data (see Task 1 3)
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Task 3.5 Financial Control Systems

All computer hardware/software systems appear to be operating as designed Implementation times varied
by location, however Delays in implementation did not constrain operations and each office acquired
skills within a time and procedure appropnate for the staff The imtial schedule was designed as an
mndicative time period with flexibility 1n the operational schedule

A financial chart of accounts conformuing to the Egyptian Unified Accounting System was to be developed
and implemented at each location According to the information provided, thes 1s now operational,
although there have been some constraints on using the data, and parallel systems are operating until the
management has the confidence to shift to the new computerized systems

Task 3.6. Financial Viability

For all locations, the Contractor helped prepare a budget framework with its IDS partners Each location
15 using the budget framework with differing levels of support or application At mimmum, a shadow
budget 1s operational with the staff developing the forecasts and tracking expenses Management
confidence in the procedure varies by location, however

Task 3.7. Management Reform: Structure, Policies, and Procedures

With Contractor assistance, organization and staffing plans, both key benchmarks cited as CPs, were
mmplemented duning Phase I in Dagahliya, Aswan, and South Sinai Those benchmarks for Luxor were on
hold due to changes in the approach taken by the City Council when PEA authorization was foreclosed at
the national level Luxor’s two plans were formalized, however, at the time of this evaluation Manpower
adjustment strategies remained 1n progress 1n all relevant sites, which exclude South Sina1  Personnel
policies and regulations benchmarks were completed in Aswan and Dagahliya

Task 3 8. Internal Momtoring and Evaluation (including Health Impact data)

The Contractor’s design work 1n corporate/strategic planning (a benchmark) included development of a
model corporate plan Strategic planning concepts appled in the Project’s quarterly management meetings
with the governorates have generated several programs A formal strategic planming process was initiated
m South Sinai duning Phase I In addition, PEA department and section managers have been trained in
planming improvement programs using logical framework analysis

MIS activities have included the preparation of technical, economic and financial data for some
environmental health indicators The contractor, however, has not developed a health impact component
that would assess, for example 1) the need for a health education activity and 2) the importance of
coordinated planning of w/ww services so as to minimize potential adverse impacts of increased demand
for ww collection, treatment, and disposal (Thus 1ssue 15 dramatized by case mn pont in this project, 1 e,
Kom Ombo Here, the chief of the city council reported that consumers pay up to LE 75 per month for up
to three evacuations of domestic septic tanks Some commercial buildings have closed down because the
cost of vacuum truck service exceeds the income from the building )

Recommendation
e Fast-track the design and implementation of the health impact component

D. TASK 4- Consumer Education Program

The Contractor produced an Action Plan for customer relations and public education programs The
Contractor has not yet implemented formal consumer education programs n each utility, however Several
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pilot mterventions have been implemented, including a TV spot on Channels 6 and 8, radio and television
mnterview participation, several briefing meetings/workshops for women’s leaders in Mansura, for schools
in Aswan and Dagahhya, and for elected officials in Luxor and Aswan The Contractor has also facilitated
several school tours of w/ww treatment plants in Luxor, Aswan, and Mansura Counterpart staff have
been recently appointed in all utilities, and, with its IDS partners, the Contractor has produced several draft
reports, which the evaluation team reviewed and found to be comprehensive The approach features a
hands-on workbook-type methodology, which will facilitate ease of use and Contractor monitoring

Recommendations

e Replicate semunars for women’s groups in Aswan, Luxor, and South Smai

e Encourage the formation of single-issue “environmental” non-governmental orgamizations (NGOs) m
project cities (At present, NGOs often adopt environmental 1ssues as a minor part of their activities,
but members that are environmentally oniented may respond positively to the formation of a single-
issue NGO )

E. TASK 5- Procurement of Project Equipment and Materials

Contractor procurement included computer hardware and software, all traimng center and pilot stores
requirements, requirements for the model Kom Ombo Customer Service Center, furmshings for the Luxor
water meter repair shop, pilot leak detection equipment, sewer cleaning equipment, and laboratory
equipment Except for bulk metering, 10 PCs, and 3 servers, the Contractor procured all Phase I tems as
per the Action Plans Responsibility for SCP bulk meter procurement was transferred during Phase I to the
ED/CM contractor Delay 1n bulk meter procurement has prevented Project-wide progress in accurately
measuring unaccounted-for-water (UfW), which 1n turn has impacted progress in key service delivery and
cost-recovery considerations The Phase II procurement plan has been negotiated with the USAID project
office and awaits further internal USAID approvals

Recommendation

e The Contractor and USAID should maintain close coordination to provide timely procurement of
equipment Flexibility should be maintained to take advantage of rapidly changing technologies, as well
as in changing/adding required equipment that may be identified on a case-by-case basis as a result of
Project achievements
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CHAPTER III. LOCAL UTILITIES RESPONSE TO THE INSTITUTIONAL DEVELOPMENT
SERVICES PROJECT: FINDINGS AND RECOMMENDATIONS

The emphasis 1n this chapter 1s on the response of the local utilities to the Institutional Development
Services (IDS) Project mputs It 1s organized on the basis of Chapter 1, B, 1-5 (Scope of Work for the
Intennm Evaluation)

A. Examine the effectiveness and responsiveness of the seven cities with regard to the pohicy
recommendations and action plans developed by the project.

In all cases, the Project has worked 1n a partnership with the cities to address the prionities of the utihities
With few exceptions, the local utiity counterparts have responded very effectively and senously to the
policy recommendations developed cooperatively through workshops and other means

By the end of Phase I (3 years), the seven cities (four governorates) had achieved the following status n
meeting Action Plan benchmarks

Aswan Daqahhya Luxor South Sina:
Total Benchmarks 27 28 27 25
Completed 20 18 9 25
Underway 5 7 11
Not Imtiated Bulk Meters Indus Pretreat By- Incorporation
Business Plan laws Mnpwr Adjst Strat
Bulk Meters Pers Policies/Regs
Business Plan Bulk Meters
Fixed Asset Regstr
Business Plan
Capital Plan

The seven cities are nominally responsive to the Action Plans and agree with the policy recommendations
Each manager indicates that policy recommendations should be adopted, but legal and other governmental
controls sometimes constrain implementation Dagqahliya and Aswan management appear to be especially
responstve within the constraints imposed These PEAs represent some 76% of the total Project
population of approximately 1 6 milhion These two sites, moreover, represent “secondary city” qualities
more widely similar to the majonty of the country and will provide examples for successful transfer of
Project achievements to other PEA areas The management at Mansura appears to be particularly
cognizant of the problems, motivated, and optimustic

Luxor and South Sinai, on the other hand, have made important advances in developing private sector
participation (PSP) approaches These sites exhibit tounst industries that support the local economies and
provide opportunities for both revenue enhancement and creative private sector mvolvement in w/ww
utility services  The route toward autonomy for Luxor and South Sina: has been less direct than for the
PEAs, and different constraints have been faced While implementation has not proceeded as quickly in
some areas as with the PEAs, Luxor and South Sinai can themselves provide examples of PSP alternatives
potentially transferable to PEA utilities
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Fmdings and Recommendations®

MIS 1s now operational.
Prior to the IDS Project, reporting systems i Egypt did not provide information essential for management

decisions Information on water production, revenue, salaries, and electricity and other operating expenses
was not available for decision making at the utility level At the time of the evaluation, each Project site
exhibited an operational MIS to support a capability for effective management decision-making Each umt
consists of a staff of four techmcally trained data experts, an MIS Manager, and associated hardware and
software for the unit The individuals have been trained in MS Word, Excel and Access and the procedures
for graphical display of data The traming provided has been effective and all MIS staff appears to be
competent in the diverse aspects of data collection, display, and presentation A baseline database 1s
available for all critena reflecting current and anticipated utility performance Staff appears to be more
competent than the data-handhing requirements This may provide an opportunity for them to offer their
information services on an internal basis to other groups, data and information are essential ingredients in
decision-making, and the MIS group can assist other divisions in expeditious information development

Recommendation

o Encourage the MIS team to share their data, information and analysis skills and service internally with
other units at the utiity The availability of a functioning MIS unit can facilitate making investment,
financial, and operating decisions for every division

The financial control system has been 1dentified and upgraded.

The financial system m 1995 was the basic system adopted by the Ministry of Finance to cover all activities
of the municipalities and governorates All costs were aggregated into mumcipal accounts, which did not
distinguish between water, wastewater or other services At the time of the evaluation, an operational
financial group had been created at each Project site Cntical financial functions including payroll, revenue,
accounting, procurement and stores are on path to full computerization Intermediate and well-mamntained
systems, such as Cardex filing for inventory control, have themselves provided major improvements at all
relevant sites  Now, the recording of cash flows 1s moving towards providing a real-time, functional
accounting system by January 2000 The PEA cities have completed one budget cycle of their own
accounts For those utiities employing the w/ww department model (Luxor, South Sinar), “shadow
accounting” records the portion of the MHPU budget attributable to the utihity In Luxor, the MHPU 1s
itself using the shadow data developed by the utility

Billing has been modernized and 1s functioning, and collections are improving.

Project-wide, the billing system has advanced from manual invoicing based on a water consumption
estimate or a meter reading (if meters are available) to one based on computerized data entry and printed
mvoices for all governorates The computenzed invoices include both water and wastewater balls on a
consohidated statement, as well as a public information/water conservation note and contact point on the
reverse Computerized invoices appear to have greater credibility than the manual version and generate
faster payment response and higher revenues The hardware/software and training provided by the
Contractor 1s appropnate for the requirements Although more advanced and faster computer
hardware/software 1s available, the speed of manual data input for each consumer invoice would hmt the
need for faster computers, and the billing office would not benefit by acquining more advanced equipment

Collection efforts were poor at project inception Most consumers were invoiced estimates of water use
based on very low tanff rates The collection rate was mumimal with no penalty for non-payment The IDS
program has implemented an effective meter reading and billing system at each location Meter installation
has been mmitiated 1n most residential areas and a bi-monthly procedure of meter reading and billing has
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been implemented The bill collector manually provides the invoice to each consumer, who usually pays
within a two-month period prior to the next invoice Customer Service centers (including one most
recently established in Kom Ombo) have been designed to clanify invoices and correct or adjust problems
associated with the normal water delivery system The new billing procedure 1s moving from a test area in
Mansura City to the greater Mansura area with anticipated improved revenue

On the other hand, further necessary improvements 1n collections remain to be achieved There was no
reporting of an aging analysis of accounts receivable, or attempts to expedite payments 1n arrears Social
policy may dictate against shutting off water connections for non-payments of lower income consumers
Yet a review of the largest accounts delaying or not paying their water mvoices includes tourst
establishments and government agencies Autonomous w/ww utilities may need to clanfy service
termination policies, a common feature of other types of utilities such as electricity and telephone services

At this stage there are several potential procedures which can further improve the billing process and could
be explored for Phase II One 1s the automated meter reading system using a hand-held meter reader Thus
system permits the meter reader to directly insert the current reading on a hand held calculator/computer,
which 1s then inserted at the end of the day at the home office computer for automatic invoicing without
further data mput requirements Such a system can reduce transposition errors and expedite the data
collection process, avoiding two manual data entries It could also address meter-reader staffing shortages
at some locales, notwithstanding excess staffing in some non-technical grades

Recommendations

e Conduct a study to identify charactenistics of payments 1n arrears

e Imtiate a test cast to determine 1f hand-held meter readers with automatic invoicing capabilities improve
operations One or two sample hand calculators could be borrowed for a district in Mansura 1n order to
compare the results with the current standard manual meter reading and collection system procedure
The test devices could be purchased if the results are positive

e Expand the location and hours of the Customer Service centers to permit direct payment by a wider
range of customers, who can not pay the collectors directly

Inventory controls and stores management i1s moving to systematic control

The mitial random collection of stores and inventory control 1s on a path toward a computerized system,
but this has not been implemented at all locations Utility staff have responded well to the implementation
of an intermediate Cardex system, which provides a staged approach to automation In order to optimize
facility operations, it 1s essential that all stores and stockpiles eventually be systematically collected in a
uniform database The process has been slow at some locations, but the success of the Cardex system
represents a quantum improvement that meets current needs

Recommendations

e The staged approach to automation illustrated by the Cardex system should serve as a model for non-
SCP-assisted divisions

o Procurement should be made flexible with this phasing so as to ensure the benefit of rapid marketplace
mnovations (¢ g , rapid changes in computer hardware and software standards should be considered
when detailing procurement specifications)

e The stores and stockpiles should be established on an operational database as soon as feasible for
mmproved control and planning

Systems for improved operation and mamntenance are enhancing service delivery.
Action plan goals in service delivery duning Phase I were hmited to the development of two Annual O&M
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Plans with budgets and the installation of bulk water meters The provision of bulk water meters was
subsequently transferred to the SCP ED/CM Contractor In South Sinai, the Phase I action plan also
called for the development of contracting documents to be used for the first time 1n July 1999 for therr
service contracting These benchmarks were met by all utilities

A key element 1n the responsiveness and effectiveness of these cities in implementing the Project’s action
plans 1s the exceptional level of Contractor flexibility to meet the needs and special requests of these cities

The following illustrates several of the more notable examples of responsiveness of the cities to service

dehlivery activities

e After completion of the pilot store in Kom Ombo, the storekeeper, without Contractor assistance,
prepared a nearby store for pipes and fittings

o City engineers in Aswan and Mansura were able to prepare (with only minor corrections) their annual
O&M plan and budget without contractor assistance in the second year of Phase I

o Sophusticated graphic presentations of operational data are routmnely prepared by the MIS section in
Luxor, distributed in a timely manner throughout the utility, improving the facilities operation and
emergency awareness by key managers (Eg A high BOD measurement from the WWTP effluent
was discovered within one day, and corrective action was able to be taken 1n a timely fashion )

o Luxor, Aswan Group, and Mansura routinely use laboratory tests to modify facilities operation,
mmproving operating efficiency and product water quality

o At the request of Project cities, the Contractor advanced the scheduling of their traming in emergency
operating procedures

Recommendation
o The Contractor should maintain the same level of responsiveness to the services delivery needs of the
cities in Phase IT as in Phase I

Customer Services programs are seen as a critical factor 1 revenue collection

Customer Services programs have been more active since the Project has judged their success to be a
cntical factor in revenue collection The Kom Ombo Customer Service Center has been operational for
nearly one year, and has been developed as a pilot center for the Project Its effectiveness 1s reflected by
the impressive increases in revenues collected by the utility Also, all utilities have adopted the printing of
customer service/awareness messages on the reverse side of water bills While GOE law allows for
mcentives of up to 3% commussion for bill collectors, most utilities expressed a lack of personnel (both bill
collectors and meter readers) as a remaining problem

Benchmarks achieved

o Successful operation of a pilot Customer Service Center in Kom Ombo

e Adoption of incentives program in PEAs for bill collectors

¢ Significant revenue increases in Kom Ombo and Mansura

e The addition of 1000 new customer connections since Project start-up in Kom Ombo, largely
attributable to the customer service center

Recommendations

e Accelerate replication of successful Kom Ombo Customer Service Center in other Project cities

o Evaluate use of Customer Service Center n Kom Ombo for potential savings 1n staff use (Several
windows were observed to be under-used duning the two wisits to the Center )

¢ Alternative radio and/or telephonic communications systems should be compared and prowided to all
project locations to facilitate customer service, collections and O&M
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B _Delineate problems and constramnts which have slowed or prevented the implementation of the
recommended work plans presented by the Contractor

Findings and Recommendations*

Lack of bulk meters have hmited the ability to measure of influents and effluents accurately.

The transfer of authority for the provision of bulk meters on facilities from the SC/IDS Contractor to the
SCP ED/CM Contractor (CDM) has delayed the ability of all utilities to accurately measure their influents
and effluents, which 1s necessary to maximize operational efficiency (minimize in-plant losses) and correct
errors in flow estimation, obtain data for leak detection 1n mains, and provide data for peak flow estimates,
which are necessary for emergency management and capital improvements planming These cnitical data
also have obvious implications on operational cost savings (and therefore cost recovery), and may also be
used to estimate large unmetered flows as well as gross illegal connections and other unaccounted-for
water

The uncertainty of common flow estimation techmques 1s exemplified by an example from a recent
DANIDA project n Aswan For a local water company, the governorate estimated annual production of
77 milhon m3, based on facility operating-hour records and pump design capacities A detailed survey of
actual operating hours yielded an estimate of 58 million m3 for the same facility A subsequent engineering
evaluation based on an inspection of plant equipment itself concluded that actual production did not exceed
27 milhon m3

Recommendations

o The Contractor and USAID should coordinate closely with CDM to speed bulk meter installations at
all sites

o Service meters and the establishment of meter repair facilities should be facilitated for all unequipped
sites as soon as possible

Lack of leak detection equipment has compromised capabilities for solving UfW problems

Whule the Project provided leak detection equipment for each utility for pilot operation, this equipment 1s
only effective at depths up to one meter and where pressures are significant Their application has thus
been largely hmited to rehabilitating service connections and locating buned manhole covers In the West
District of Mansura, where their use has been most comprehensive (all service connections have been
tested at least once), estimates are that only two percent of total system leaks have been detected

Recommendation
o The leak detection equipment scheduled for Phase II procurement should be fast-tracked for delivery
and use, beginning 1n Mansura

Admmstrative, technical challenges have delayed progress in South Sina:

In South Sinai, a two-year delay 1n governorate co-signature on the project implementation letter (PIL)
delayed implementation on a timely draft Action Plan prepared by the contractor Ths delay in part related
to the capital works component of the Project The new governor requested PIL changes that more
accurately reflect a private sector participation approach, and the Contractor 1s now fully engaged in
Project activities

Project implementation in South Sina1 has also been hindered due to the complex ownership and
responsibility relationships in the provision of water and wastewater services in the Project cities, the poor
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present condition of the service networks, and the paucity of operational water meters The utility does
not currently possess the capability to adequately monitor private sector performance on O&M contracts
On-the-job traiming 1n the use of leak detection equipment provided in Phase I cannot be effective in
Nuweiba since the network’s pressure is not sufficient for accurate measurements

Recommendations

e The Contractor should provide additional tramning 1n contracting and contract supervision, particularly
for system operation and maintenance

e As stated in an earlier recommendation, establish meter repair facilities and provide/install service
meters in South Sinai upon Phase IT procurement

GOE policy decisions, lack of central physical location, affected progress in Luxor

In Luxor, which was not included in P D 281, certain key benchmarks were attained quickly Delayn a
decision on incorporation by central GOE authonities slowed implementation, however Further, the city
council took an mnovative approach to PSP concession tender, which nevertheless also introduced delays
because of the unique path required to develop the final Action Plan On the other hand, the evaluation
team regards this delay as inconsequential in light of the demonstration effect provided by the PSP
approach

Another delay impacting full implementation of management and organization plans in Luxor 1s the absence
of an adequate central physical structure consolidating all functions of the nascent utility

Recommendation
e A central physical structure consolidating all principal functions of the Luxor utility should be provided
as soon as possible

Staffing challenges are a key constraint

The difficulty of recruiting key personnel has been and contmnues to be a challenge to more effective utility
management Some sites are overstaffed with low-skilled personnel (e g Mansura and Aswan), while at the
same time there 1s a shortage in key positions, such as engineering and accounting The difficulty of
obtaining GOE approvals required for new positions remains an obstacle (see Section C)

While not significantly affecting Phase I implementation sequences, a present shortage of qualified civil
engneers and skilled laborers in Luxor, Aswan headquarters, and the Aswan Group cities must be
addressed to fill the Project’s more intensive needs during Phase II Also, Aswan Group has only two
chenusts for the two existing laboratories and the new laboratory at the new Fatera WTP that 1s scheduled
to be turned over from NOPWASD to Kom Ombo Division in June 1999

Implementation of action plans will continue to lag in South Sinai until the critical lack of key personnel 1s
addressed The most obvious constrant throughout 1s the difficulty n recruiting skilled managers and
technicians to fill key positions in Project orgamzation plans For example, after several years of Project
implementation, Sharm el Sheikh only has one engineer 1n the utility, and he 1s not even available full-time
for the Project Also, the General Manager, nearing retirement, as well as the HQ engineering managers
are still maintaining their former positions within other governorate directorates

The Project’s emphasis on revenue collection 1s driving personnel shortages for bill collectors and meter
readers 1n all Project utilities
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Recommendations

¢ Review and revise staffing plans to concentrate resources on areas of key personnel where shortages
currently exist

o Proactively urge the GOE to expedite approval of new positions and financing 1n key personnel areas
(See Section C)

¢ Explore imaginative incentive programs to attract qualified personnel
Seek ways to maximize productivity of under-utilized staff in creative ways within the orgamzation (at
least one utility, Mansura, 1s successfully doing this), or even outside the orgamzation, such as selling
marketable skills (e g , MIS, traming and laboratory services) to non-Project utilities

Capital shortages impact operation and mamtenance needs

Another constraint on Project implementation 1n all utilities 1s the continued shortfall of funds available to
the utilities An example 1s the inability of the stores to purchase sufficient spare parts to meet the O&M
needs 1dentified in Project-generated Annual O&M Plans Another example 1s that although an assessment
identified several safety improvements required at compact water treatment units under the management of
the Aswan Group, funds were not prionitized for this need

Finally, the WWTP 1n Mansura, built by NOPWASD prior to Project start-up, has yet to be turned over to
the Dagahliya utility due to yearly disputes between the local utility and NOPWASD on the condition of
the facility This delay has hindered the Project implementation of on-the-job training of O&M procedures
for this facility Presently, 29 utility staff are allowed only to momtor and observe the operation of this
facility, which has more than 50 corrective maintenance items pending

C. Assess any other constraints within the GOE environment that mitigate agamst achieving
overall project objectives

The Presidential Decrees, generally including 281/1995, and other legal authonities present many

constraints impeding the progress of project programs, such as

e Salanies and incentives are tied to the standard civil service scale

o Approval of the CAOA 1s necessary in any study for organization, staffing, and job classification, a
difficult process requinng hard negotiations and significant time, in turn affecting personnel availability
Mimstry of Finance approval 1s required for the funding for new staff positions
Approval of the Cabinet 1s required for raising domestic tanffs
Limuted authonzation 1s given in dealing with personnel management, which 1s controlled by Law
47/1978

GOE environment constramnts impede the path to full financial viability for PEAs

Current legal provisions for PEAs do not provide mechausms for covering the shortfall in revenue
collection, funds formerly supplied by the MoF For example, government policy makes 1t difficult for
PEAs to set tanffs that reflect the economic or even financial cost of w/ww services As a result, PEAs are
facing a structural impediment to achieving full recovery of their O&M costs

As a result, difficulties remain 1n 1dentifying sources for capital nvestment and covening the deficit between
revenues and operating costs This constraint has had a negative impact on the ability of plant managers to
provide for efficient operation and scheduled maintenance developed 1n project-generated annual O&M
plans Nascent PEAs are 1n the same situation with respect to capital financing (Bab IIT) for imited capital
needs such as network extensions, rolling stock etc
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In lieu of full freedom to set tanffs, a transitionary period duning which PEAs were given MoF support for
low nterest loans and/or revenue support to cover shortfalls, would enable PEAs to meet the goals of
quality O&M and improved service delivery In that PEAs are faced with wide challenges 1n establishing
fully autonomous operations, their potential success or growth would benefit significantly from this grace
period Formal recogmition of “transitionary status” should be sought through the office of the Prime
Minister

Recommendations

o Seek legal and policy approvals for more authonty to set tanffs in governorates to recover greater
portion of costs

e Seek GOE approval for a controlled, five-year transitionary status from the time of the establishment of
a nomunally autonomous utility

e Each PEA should develop and submut to the appropnate authonties a formal transition plan that
provides an outline of its proposed path for achieving full O&M cost recovery

o Seck GOE approvals (MoP, MoF, and PM) for capital investment grants and/or loans (at
concessionary rates) to PEAs Also consider zero interest loans for capital investment during the
transitionary period Transitional supplemental funding should be provided to PEAs prior to full cost
recovery attainment

Public service remuneration levels result in shortages of specialized personnel

The constraint of public civil service salaries in comparison to private remuneration can result in shortages
of speciahzed personnel with appropniate qualifications to fill management and technical positions in the
organizational structure (e g , engineers and accountants) This constraint 1s most acute 1n the sites at
South Sina1 and Upper Egypt, and as a result these sites risk not achieving overall project objectives and/or
implementation delays (noted in B “Staffing challenges”) (However, lower demands 1n South Sina1 may
call for reduced staffing in some areas, such as MIS )

Recommendations

o Give more freedom to w/ww utilities to overcome the constraints of Laws 47 and 26 (e g , enabling
utilities to make personnel changes and adjust salaries with incentives and bonuses)

o Urge the CAOA to expedite approval of the organizational structure and to help to finance staff
posttions and bonuses

o It s suggested that the staff size be limited and reduced in South Sinai to only two each at the MIS,
accounting, billing and data analysis groups Simuilar scrutiny should be provided for other locations in

Upper Egypt

Institutional changeover in authority causes concerns for quality O&M

A disagreement over the turnover of the existing Mansura WWTP from NOPWASD to the project utility
has precluded the utility from the control that would enable it to take responsibility for operating and
mamntaiing facilities at its design levels Because of the disagreement, NOPWASD has operated and
maintained the facility under private sector contract for several years, and comprehensive preventive
maintenance has suffered A recent utility-contracted assessment itemized more than fifty defects, a finding
with which NOPWASD disagrees

Insufficient co-ordination between the ED/CM project (or NOPWASD) and the IDS project results in lack
of adequate traming of utihty engineers duning the construction and startup phases of new treatment plants
Thus 15 a concern for the new Fatera WTP in Kom Ombo and the WWTP under construction in Mansura
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Recommendations

e Urge the MoHPU to assist in the turnover of the WWTP 1n Mansura

e Better coordination between ED/CM project (or NOPWASD) and the IDS project would provide
mproved tramming, both duning construction of new facilities and first year of operation of new
facilities

o The Contractor should provide the necessary extra level-of-effort to assure the continuous O&M of the
new Fatera WTP (Kom Ombo) 1n the Aswan Group upon turn over from NOPWASD Training
budgets for additional operators should also be made available to the Aswan Group Aswan PEA and
NOPWASD should work cooperatively to expedite facilities turnover

Delays m MoF disbursements impede quahty O&M

The Minstry of Finance maintains much influence on overall project progress Utility managers depend on
this ministry for timely subsidies to operate and maintain their facilities as per Project-prepared plans
Delays in MoF disbursements were reported frequently by utility managers

All budget line items must conform to MoF regulations Essential elements are regularly not approved by
the MoF These elements include equipment (e g , telephone lines) critical to the utilities for routine and
emergency communications, and for communication among Project-supphied computers within the utility
The Aswan Group 1s in great need of communication equipment, and Luxor also has shortages

Recommendation
e Ministry of Finance should be encouraged to show more flexibility to the needs of this important
Project The LIR task order output should help to solve this problem for the utilities

D. Assess the effectiveness of the two established Public Economic Authorities (PEA) in Aswan and
Dagahliya and plans to sustain the water and wastewater facilities

The Evaluation Team considered the effectiveness and sustamability of PEAs as demonstrated by
decentralized management, cost recovery, and improved service delivery (This analysis does not preclude
achievements 1n these areas by Luxor and South Sinai, but rather 1s directly responsive to the question )

Institutional sustamabihity. Formal PEA autonomy facilitates dynamic decentralized management
While the enabling decree establishing the autonomy of PEAs in Aswan and Daqgahliya presented certain
constraints to autonomous operation (e g , restrictions on tanff setting, staffing, and central budget
subsidy), 1t also offered improved mstitutional freedom This formal autonomy, supported by mission
statements, has allowed the utilities to more easily develop orgamzational identity and morale The
creative management and empowerment of staff that result have been a critical ingredient to increasing the
slope of the trajectory to institutional, economic and technical sustainability

The IDS program for PEAs also embodies a team concept, which has been a key element 1n their success
The team brings together local utility staff, governorate political authonties, the donor, and the Contractor,
with central GOE support from the Project Steening Commuttee, to achieve the Project goals (This team
concept also applies to non-PEA approaches within the project )

Economic sustainabihity Utilities based on PEA models show greatest cost recovery

While the PSP models, illustrated by the Luxor and South Sinai utilities, offer validity and opportunities in
their own right, the utilities based on the SCP/IDS-supported PEA model (Aswan and Daqahhya) have
exhibited the fastest growth along the path to autonomy and sustainability during Phase I This 1s
illustrated by Year 2 approval of Action Plans and higher cost recovery percentages (see Annex F)
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While the early years of the Project have faced uncertainty of funding (see section C above), the strength of
the PEAs leadership and participation of staff has nevertheless produced imaginative ways to generate/save
revenues for strategic operational needs

Technical sustamnability: Improved O&M

The IDS team has instilled the Project goal of techmcal sustainability very clearly to all utihities, even
though most of the Project interventions that will have direct bearing on improved service delivery 1ssues,
(e g , enhanced 1nfrastructure) are to be implemented fully in Phase I One example of sustamability
already adopted 1s the value of preventative maintenance, which has been carried out routinely in Aswan
and Dagahliya, and has demonstrated savings 1n operational down-time

Other Phase I accomplishments that bear on achieving sustainability of PEA facilities include

e Counterpart development and use of annual O&M plans and budgets for FY98/99 with Contractor
oversight only

e Counterpart replication of pilot store in Kom Ombo (Aswan) without Contractor assistance

¢ Aswan Group and Mansura routinely use laboratory tests and MIS reports to modify facilities
operations, improving operating efficiency and product water quality

Recommendations

e Aswan and Dagahliya should host workshops for non SCP-assisted PEAs These should include Bent
Suef, Fayoum, and Minya, all soon to receive support in the Middle Egypt project

e The IDS program should honzontally transfer imaginative sustamability proposals among all Project
utthities, including non-PEA utilities

o Because the Luxor and South Sinai utilities (non-PEA entities) have only recently been established,
USAID should re-evaluate their progress within one to two years (1 e , 2000 or 2001)

E. Evaluate the overall effectiveness of the traming program in achieving its objective

The training programs had two objectives 1) to improve employee performance through the establishment
of internal training facilities and programs, and 2) to establish by Project completion a functional Tramming
Department within the utility which will provide a fully-trained utility staff whose performance supports the
strategic goals and mimmuzes performance gaps The training programs also will incorporate the following
objectives n Phase II for improving management capabilities establish effective management and
supervision capabilities and decrease the number of emergency problems in the utilities

Durning Phase L, fully equipped Traming Centers were established in each utility In addition, each center
has had a full-time training manager, and has conducted tramming courses for at least one year (Details of
some of the main training activities conducted in Phase I are presented in Chapter II ) Except for senior
management traimng, the amount of training meets the immediate needs of current staff Consideration
should be given to attntion, however, and additional personne] should be trained for key positions

While the training programs are only in their infancy, their focus has already closely followed the above
overall objectives For example, the traming courses given n Phase I primanly focused on the early
Project/utility strategic goal of cost recovery through traimng in MIS, cost accounting, leak detection,
meter repair, laboratory testing, and general facilities O&M -- those activities that will provide early cost
savings for the utihty
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All traiming managers have been carefully chosen All have enthusiastically embraced the goals of the
Project and have a clear understanding of their critical roles in the Project and the utility The training
manager in South Sina1 has demonstrated exceptional zeal, conducting regular and active Training
Commuttee sessions and proposing the solicitation of outside tramees to attend traming sessions on a fee
basis

Although the implementation of formalized trainee on-the-job follow-up evaluations (Level 3) are
scheduled to begin in the next year, all training managers have been informally following up their trainees
These follow-ups should also include an evaluation further downstream of course completion date (e g,
one year) On-the-job performance of these trainees was uniformly reported by their supervisors to be
significantly improved due to the traiming activittes Certainly, the successful on-the-job use of technical
and reporting skills that were provided by traming 1s demonstrated by the effectiveness of the leak
detection program, the sewer cleaning program, the meter repair program (in Luxor), the development and
routine use of Annual O&M Plans, the development and use of the pilot stores (and their replication in
Kom Ombo), the efficient operation of laboratories, MIS departments (and their coordinated efforts with
the laboratories and other departments 1n cycling data into useful management tools), accounting
departments and billing centers, among others

Plans for Phase II traiing activities are comprehensive, both in provisions for staff/techmcal and for
muddle/senior management traming tracks Also, during Phase IT implementation the full evaluation cycle
will be applied to assure continuous feedback to maintain optimum strategic use of traming course
offerings and their quality In ths vein, the Traimng Commuttees are critical in informing utility managers
of course offenings and m priontizing traiing scheduling to corporate strategic needs

Phase II upper management training will be largely rotated among the four governorate offices, bringing
together all these staff at a single venue, and will focus on skalls that are particularly relevant to
autonomous entities such as commumication with outside authonties and the private sector and stress
management

Key benchmarks achieved by the Project in training may be summarized as follows

e All governorate-level Training Centers have been established, furnished, equipped, adequately staffed,
and have been implementing useful training sessions for at least one year

e Venfication of the benefit of Project training has been achieved by the enthusiastic response of
managers and supervisors to tramnees’ improved on-the-job performance, directly resulting 1n improved
operation and cost savings

o Nearly complete total integration of utility tramning efforts has been achieved since the Tramming Centers
are viewed as a key part of the “corporate famly ”

Recommendations

e Extend the Project traimng model, in which traing 1s closely integrated with implementation and
highly flexible 1n meeting specific utiity development needs Thus extension should account for
attnition It could also take the form of more intensive traiming of tramners (TOT) component, which
might then provide the opportunity for Project utilities to market traming services to non-project
utilities that develop autonomy strategies

e Provide more senior management training, considering the planned Phase IT intensity as a munimum
level

e Add a level of traiming assessment scheduled for 6-12 months from the course date

e To complete the integration of traming efforts within the utility, the Traiming Commuttee must become
operational in Aswan, Luxor, and Dagahliya While presently the Contractor has suggested that this
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Commuttee meet semi-annually, it may be more beneficial to meet quarterly to correspond with the
quarterly cycle of Annual Training Plan reviews

Explore opportunities to invite private sector and other regional utilities to provide trainees on a fee-
basis to improve economuc sustainability, as 1s being proposed by the traiming manager in South Sinai
Off-shore training experiences, including twinning-hke arrangements, if deemed useful, should be
postponed to the last years of the Project Thus would assure the most efficient use of managers’ time
through continued in-country traming provided by the high-achieving, integrated Contractor-
counterpart traimming needs assessment system

The Contractor should explore imaginative solutions to the pressing need of the governorate-based
utilities to provide training to their non-Project Divisions For this purpose, once DANIDA’s parallel
project in Edfu and Aswan cities 1s re-started, lessons can be learned from training efficiencies among
different Divisions
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CHAPTER IV. MAJOR CONCLUSIONS AND RECOMMENDATIONS

A. PERFORMANCE THROUGH IMPLEMENTATION PHASE 1

1. General

Overall performance of the Project 1s considered very good, with substantial progress being made toward
meeting the individual project objectives At the end of Phase I 1n June 1998, three of the four Project
governorates had achieved all precedent conditions and PILs were signed, enabling construction activities
to begin Eighty-eight percent of all key benchmarks had been achieved at that time By the time of this
evaluation (Apnil 1999), all project sites had fully met therr CP targets The evaluation team beheves that
the participating utiities have come a long way from where they and the rest of the sector stood at Project
inception Qualitative and significant changes have occurred in key areas central to the development of
autonomous entities These areas include orgamization and staffing, finance and admimstration, operations
and maintenance, management systems, and traming Particularly impressive progress has been achieved
in revenue retention In comparison to non-Project sites -- sometimes contiguous governorates with
stmilar conditions facing the w/ww sector -- the participating utilities show marked differences and 1 some
cases present as objects of envy

Nonetheless, much still remains to be done in order to meet one of the key objectives of the IDS Project by
the EOP -- full and sustainable recovery of operation and maintenance costs While the trajectory of the
revenue-to-cost ratio appears from limited data to follow an upward path at all sites, technical, legal, and
social changes will be required to sustain the sigmificant progress already achieved Inter aha, these factors
include improved data collection for MIS, improved plant-network efficiency, tanff reform, and consumer
willingness to pay for the economic cost of improved service As revenues approach costs, additional gap-
closing measures become more difficult to attain, and therefore the value of strategic planming and creative
energy will increase

2. SCP/IDS Contract Team

The contractor and USAID have performed excellently, exhibiting remarkable flexibility to respond
sensitively to evolving and quite umique Project needs at different sites No delays in implementation
resulted from the action or inaction of either party All GOE interviews rated the performance of both at
the highest level In several cases, these stewards have managed to facilitate the redirection of apparent
implementation bottlenecks mnto opportumities Including the GOE counterparts, the SCP triad function
well as a team and appear to approach the hard tasks embodied in Phase IT ahead with high enthusiasm and
morale
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3. Summary of Key Findings and Conclusions

Oversall

o Project Progress

Factor Daqahhya Aswan Luxor South Sma1
OVERALL Very Good Very Good Good Satisfactory
Action Plan Implementation Very Good Very Good Satisfactory Good
Organization/Staffing Excellent Very Good Good Substandard
Revenue/Cost Excellent Very Good Good Substandard
MIS Excellent Very Good Excellent Very Good
O&M Good Very Good Excellent Good
Trammg Center Very Good Excellent Very Good Very Good
Customer Service Very Good Excellent Good Satisfactory

The Contractor and USAID have performed excellently in the timely delivery of most inputs
Implementation delays did not result from action or maction of the Contractor or USAID
Prnimary delays to Project implementation result from the fact that central GOE policy aims to resolve
sector reform 1ssues on a national basis, rather than addressing individual PEA incorporation plans at
thus stage

72 of 107 (67%) Action Plan benchmarks were achieved in Phase I (by mid-1998).

Of the 35 benchmarks not completed, about one-fourth resulted from a delay (affecting Luxor) in a
decision on utility incorporation by central GOE authorities One-sixth resulted from current national
policy constramnts on tariff increases South Sinai was the only governorate to complete all its
benchmarks during Phase I On the other hand, the other three utilities confronted certain challenging
benchmarks not faced by South Sina: as a result of its private sector approach

23 of 26 (88%) of conditions precedent (CPs) to construction funding were completed i Phase I,
and 100% have been attained presently.

Dagahliya and Aswan achieved their CPs during Year 2 and South Sinai by the end of Phase I Luxor
was delayed 1n three CPs by the aforementioned central government constraint

Performance-based contracting 1s an effective mechanism, saving one year i project length.
Outcome mndicators 1n the form of benchmarks established for each governorate’s action plan provided
the means for measuring the success of the mstitutional strengthening activities The Contractor
completed a significant majonty of the required Phase I tasks on or in advance of schedule The
Evaluation Team believes that the clanty and structure of this performance-based approach—combined
with a cost-plus-award-fee incentive mechamism—was a mayor factor in Phase I success The result 1s
cost savings and increased cost-effectiveness

Fimancial Viability/Cost Recovery

On the current path, full O&M cost recovery will be difficult to attamn at all sites by end-of-
Project.
While preventive maintenance, bill collection, staff productivity, and utiity management all indicate
sigmificant improvement from pre-Project levels, full cost recovery by late 2003 remains a formidable
goal Historical data series show that while revenues are increasing, so are costs The question of how
ntractable this gap 1s, even 1n the event of full autonomy, can be debated The path for combined
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water-wastewater utilities in Egypt 1s even more difficult While estimates vary, cost recovery ratios
currently range from about 45% to 70% at Project sites, where calculable The deficit relates
significantly to the lack of economuc pricing for water/wastewater

Extra-project constramnts hmit the slope of the path to cost recovery.

GOE laws that preclude meaningful tanff reform remain a stumbling block, but are being addressed by
the parallel USAID-financed Legal and Institutional Reform (LIR) Project On the other hand, GOE
legal strictures against personnel adjustment build 1n an inflexible cost

Unaccounted-for-water (UfW) is an important cost-recovery issue within the capacity of the
SCP to address as soon as possible.

UfW results from system leakages and illegal connections (UfW 1s water produced but not billed )
UEfW reduction 1s the most cost-effective means of increasing system efficiency, as 1t already contamns
production costs Project data indicate a weighted Project-wide average of 40% UfW relative to total
production (A World Bank study of 75 developing countnes yielded an average of 37%, ranging from
17% to 62% More-industnalized countries generally average 15% or less ) Since no water
production facilities in the Project are metered, however, potential estimation errors also enter an
analysis of UfW A recent facility analysis near one Project area indicated that such errors could be
high Currently, data are insufficient to identify the parameters of this important 1ssue

Decentralized Management

Financial Control has been modernized

At each Project site, an operational financial group has been created an trained n payroll, accounting,
procurement, billing, and inventory management Whle the utilities vary in the degree of having
established an autonomous cost center, all are on a path to full computenzation

MIS and databases are available for analysis.

Each project site exhibits an operational MIS to support a capability for effective management
decision-making  Staff are well-trained, enthusiastic, and possess the skills to market MIS services
outside the division

Collections have been acceleratedimproved

Computenized invoices and metering programs have mspired more confidence in the billing system
Project-wade Customer service centers are responsive to customer inquiries

Tramng 1s cost-effective and integrated with action plans

The flexible and responsive training program, featuring fully equipped tramning centers at each Project
site, underpins improved staff productivity Based primanly on skills development and job-related
short courses, costs are well managed Potential exists for marketing services to non-Project sites

Environmental/Pubhc health

¢ Delay in the Project health impact evaluation risks missed opportumties for approprate health

education mitiatives

While meaningful analysis to 1solate the health impact of a particular intervention (e g , w/ww services)
over a short time peniod provides sigmificant research challenges, a ngorous approach to the design of
effective health education measures complementary to service improvement needs to be engaged
Public health analysis can even be useful n identifying potentially adverse impacts of improved access
to water (e g, lack of cost-effective management of increased volumes of wastewater)
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B _PRINCIPAL RECOMMENDATIONS FOR PHASE IT

Financial Viability/Cost Recovery

Seek GOE co-operation for fast-tracking path to fuller financial viability of PEAs.

Seek legal and policy approvals for 1) more authority for PEAs to set tanffs in governorates to recover
greater portion of costs and 2) seek GOE approval for controlled, five-year transitionary status A
transition plan, (with formal recogmition of “transitionary status” by the office of the Prime Minster)
would smooth the path for financing shortfalls resulting from PEA’s current lack of access to funds
formerly provided by MoF Urge the CAQA to expedite approval of organizational structures and to
help to finance staff positions and bonuses

Seek GOE approvals (MoP, MoF) for capital investment loans to PEAs at concessionary rates.
Currently, high interest rates are a constraint on capital financing Under transitionary status, PEAs
could be enabled to finance capped amounts of up to LE 2 mullion for small capital projects (1€ rolling
stock, small extensions to systems) as zero-interest loans After transition, enable the capital costs for
small items to be financed at concessionary rates

Fast-track the procurement of bulk metering equipment.

The transfer of authonty for the provision of bulk meters has delayed the ability of all utilities to
measure their influents and effluents accurately Such capacity 1s essential to maximize operational
efficiency (mummize 1n-plant losses) and correct errors in flow estimation, obtain data for leak detection
in mains, and provide data for peak flow estimates, which are necessary for emergency management
and capital improvements planning These cnitical data also have obvious implhications on operational
cost savings (and therefore cost recovery), and may also be used to estimate large unmetered flows as
well as gross 1illegal connections and other UfW

Fast-track the procurement of leak detection equipment.

While the ED/CM Project provided leak detection equipment to each utility for pilot operation, this
equipment 15 only effective at depths up to one meter or less and where pressures are significant Their
apphication has thus been largely hmited to rehabilitating service connections and locating buried
manhole covers In the West District of Mansura, where their use has been most comprehensive (all
service connections have been tested at least once), estimates are that only 2 percent of total system
leaks have been detected

Fast-track service metering program.

The service metening program, including installation, testing, and repair, should be expanded formally
to include all classes of consumers, 1n addition to large accounts as currently planned (Thereis a

paucity of operational water meters 1n all districts ) Conservation 1s a normal result of metering and
provides more trust and consumer confidence in billing

Decentralized Management

Review and revise staffing plans to concentrate resources on areas of key personnel where
shortages currently exist, and urge GOE to expedite approval of new personnel needs.

Some sites are overstaffed with low-skilled personnel, while at the same time there 1s a shortage of key
positions such as engineers and accountants The difficulty of obtaining GOE approvals required for
new positions remains an obstacle Recommendations include staffing plans focusing on identified
needs and proactive lobbying of GOE for expedited approvals Also recommended are innovative
approaches, including incentives, which serve to maximize the productivity of under-utilized staff (at
least one utility, 1 e , Mansura, 1s successfully doing this) Selling marketable skills (e g , MIS, training
and laboratory services) to non-Project utilities should also be investigated
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Fully activate all traimning commttees; expand traming program, especially for senior
management,

Phase I traiming programs have focused on skills (e g , MIS, cost accounting, leak detection, meter
repair) that offer early cost savings for the utility To continue to reap these benefits and increase them,
Phase II should leverage those developed skills and expand on them, focusing on advanced training and
management tramning at a greater level than identifiable Phase II projections

Environmental/Public Health

Fast-track health impact evaluation and health education plan/implementation.

It 1s hughly recommended that data on public health and/or potential public health 1ssues be gathered
and evaluated in order to 1dentify and prevent negative health impacts (For example, problems,
including health problems, can occur when water services are increased without a timely corresponding
mcrease in wastewater services )

Fast-track estabhishment of an Occupational Health & Safety function at all sites

A preventive, proactive plan to establish a safe and healthy work environment has benefits that include
not only reduced accidents, but also employee attendance and productivity, as well as improved public
perception It 1s recommended that a OH&S plan be undertaken and implemented as soon as possible,
including an iitial safety audit that takes into account both hazardous and non-hazardous
environments, and assignment of appropnate staff Currently planned Phase II activities do no clearly
establish the importance of institutionalizing this function

Coordinate with ED/CM Project component on a low-cost waste treatment study under IDS
Some future extensions of w/ww services (e g, those to underserved peri-urban areas and villages) will
be financed out of utilities’ own capital budgets (1 e , not included under ED/CM) In these cases, low-
cost, techmcally sound alternatives would serve to mutigate future health and service problems A study
of possible alternatives could be integrated with the traiming plan (Chapter II, Task 3 8)

Expand consumer education program.

The Phase I action plan for public education should be proactively implemented, with a focus on
communicating economuc price of service (For example, billing mnvoices could hughlight economic
pnice) Suggestions include replicating semunars for women’s groups 1n all sites and encouraging the
formation of single-issue environmental NGOs
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ANNEX A
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USAID
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Engr Hassan Mohamed
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Dr Mosad Keshk
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Dir , W/WW Sector
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Dpty COP
W/WW Engr
Head of Traimng

V Pres
V Pres
Traner

Deputy COP SC ED/CM
Regional Mgr , CDM

Chairman, NOPWASD
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Minster of Planming

Minster of Finance
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Sec Gen, S Sina1 Gov

Acting W/WW Dept Mgr & Project
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Mgr Water Section

Mgr WW Section

Head, Sharm W/WW Section
Head, Nuweiba W/WW Section
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MIS Manager

Mgr Billing Section

Trainer
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Samur El Hady

Ms Amal Galal
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WW Branch Head
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ANNEX B

Secondary Cities Institutional Development Services Program Contract

The SCP/IDS program contract was signed on 22 August 1995, between USAID and Chemonics
International Inc to provide services for management, traiming, financial analysis, and procurement under
USAID Grant No 263-0236 The mtial contract provided for two phases corresponding to the activities
under the first two stages of the three-stage strategy described in Chapter I A 3 a-c  As “substantial
progress” 1n the form of benchmarks -- estabhished as conditions-precedent (CPs) to construction funding -
- can be achieved prior to full action plan implementation, stages two and three can actually proceed in
parallel The first phase was to cover three years and commenced in August 1995 For each of the cities,
1t aimed to

e Define the major benchmarks that the GOE and USAID will agree upon as a pre-condition for USAID
to release funds

e Achieve the consolidation of w/ww utility activities within a single governorate or city-level
orgamization
Install and implement a range of utility management systems
Achieve the actual transfer of physical, financial, and human resources to the utility, for the effective
takeover of utility operations

To meet these goals, Phase I compnsed 23 specific action-oriented tasks orgamized under five activities
assessment of counterpart organizations, preparation and approval of action plans, implementation of
action plan reforms, consumer education, and procurement

The second phase of the contract (GOE implementation of action plans), to cover an estimated five years,
aims to achieve the Project’s objectives of full O&M cost recovery and quality O&M This phase was to
be exercised as an option to the contract depending on progress made 1n achieving the project benchmarks,
contractor performance, and the availabihity of funds The option was exercised on 30 July 1998 and
mncluded an amendment shortening the hife of the project by one year (and Phase II to five years), with a
completion date of end-FY2003
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ANNEX C
Scope of Work for the Interim Evaluation

USAID/Cairo requested that DATEX, Inc provide a six-person team to accomplish the following
objectives

Assess the effectiveness of the SC/IDS # 263-0236 activities,
Assess to what extent the Project has improved the institutional capabilities of the W/WW authonities
1n the seven secondary cities,

e Recommend any other actions that may be taken by USAID, the GOE, and the Governorates to
achieve project goals and objectives, and

o Measure progress toward attainment of the project outputs

The Scope of Work stipulates that DATEX shall employ the following methodology

o Review the technical reports produced under the project,

¢ Conduct intensive interviews with the pertinent individuals in Mansura, Aswan, Kom Ombo, Daraw, El
Tor, Sharm El Sheikh, Nuweiba, Luxor, NOPWASD, and the Minstry of Housing, and

o Utilize Annex 1 to the SOW as a guide in performing the evaluation (attached as Annex D to this
report)

DATEX was requested to respond to the following “key items”

1 Examine the effectiveness of the seven cities with regard to the policy recommendations and action
plans developed by the project

2 Delineate problems and constraints that have slowed or prevented the implementation of the
recommended work plans presented by the contractor

3 Assess any other constraints within the GOE environment that mitigate agamst achieving overall
project objectives

4  Assess the effectiveness of the two established Public Economic Authorities (PEA) in Aswan and

Daqahliya (Mansura) and plans to sustain the w/ww facilities

Evaluate the overall effectiveness of the training program in achieving 1ts objective

Quantify the progress toward achieving the project outputs

Recommend actions that may be taken by USAID and the GOE to achieve project goals and

objectives, 1n the form of tasks to be carnied out

8 Prepare an evaluation report providing findings, conclusions, and recommendations

W

6
7

The Interim Evaluation iitially had been programmed as a tool that GOE and USAID could employ in the
decision process regarding the exercise of the option for Phase I Regional events unassociated with the
SCP, however, necessitated a delay in the evaluation by approximately one-year During this time the
option was exercised, enabling the Phase I contractor to proceed with Phase II Nevertheless, the GOE
and USAID have regarded the evaluation as an opportunity to offer useful input to Phase II content and
scheduling
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ANNEX D

RESPONSES TO EVALUATION STATEMENT OF WORK “ANNEX 1”
Ratings for all items requested based upon the following scale provided by USAID
Excellent, Very Good, Satisfactory, Substandard, Inferior

1 How do key stakeholders [emphasis added] (USAID, client utilities, Ministry of Housing and Public
Utilities, Steening Commuttee) rate

a) Project Progress b) Contractor Performance Governorate

Excellent Excellent Daqgahhya

Excellent Excellent Aswan
Very Good Excellent Luxor
Satisfactory Excellent South Sina

(See Chapter IV for ratings of Inteim Evaluation Team )

2 The contractor was challenged to undertake in Phase I of the project “inutial steps of implementation”
(Section VII, Contract) of recommended organization and management improvements Please a) rate
the Contractor’s overall level of commitment and attainment in pursuing this objective, and b) cite
specific examples of relevant accomplishments i the areas of organization and staffing, finance and
adminustration, operations and maimntenance, MIS, and traming

Overall level of commutment and attainment

The contractor, Chemonics International, appeared to have a strong level of commitment toward
achieving the SOW goals under difficult circumstances Considering the relatively low level of skills,
computer hardware/software availability, and the lack of quality management perceptions at each utility
at the project inception, they have implemented the project very effectively At mid-project almost all
goals have been achieved The staffs available have displayed lugh morale and an extraordinary level of
interest and commitment (e g , toward acquinng and utihzing more advanced computer HW/SW skalls
and techmques) The staff of CI displayed a strong interest i continuing this focus during the second
half of the contract

Examples of specific interventions and accomplishments in the areas of

Organization and Staffing

° Orgamzation and staffing plans prepared 1n all project locations

. Orgamzation and staffing plans approved by all Governors and/or Boards of Directors
° Headquarter level job descriptions, including staff norms produced

° Excess staff reduced or adjusted n some locations (such as Aswan, about 10%, and

Daqahliya, about 3% 1n addition to 6% on leave without pay)
° Personnel policies and regulations are being prepared
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o Internal tramning policies implemented and traiming admumstration procedures prepared
o Traimmng centers operational in all locations

° Tramming courses conducted to support utility development

Finance and Administration

o Operation and maintenance (O&M) budgets (or shadow budgets) for FY 97/98 and FY
98/99 developed 1n all locations

o Contracting and purchasing regulations developed in all locations

° Traming in unified accounting system completed 1n all locations

. Cost centers for Mansura and Kom Ombo Divisions (Aswan) established
° Regstration of assets completed for all project sites

Operations and Maintenance

O&M planning and budgeting completed n all locations

O&M record-keeping and reporting implemented 1n all locations

Performance improvement programs mitiated 1n all locations for water meter repair, leak
detection, sewer cleaming, laboratory procedures, w/ww preventive maintenance, operation,
and record-keeping

Feasibility studies produced for desalination plant 1n South Sina:

Contract management manual prepared and training 1n sewer contracting improvement
delivered 1n South Sina1

Management Information System

. Customer accounts automated 1n all locations

° Personnel and payroll automated in Kom Ombo and Mansura
o Computerized information centers established i all locations
Training

Project traiming procedures established
Training Centers established and orgamzational structure implemented 1n all locations
Traning 1n all areas (O&M Engineening, Finance & Administration, MIS, Planning &
Monitoring, Tramning) delivered 1n all locations

o Using Project-developed evaluation criteria, significant performance improvement achieved
i management skills, finance, O&M, stores management, customer education

3 Are their any significant constraints controlling or impeding project progress? Yes.

If yes, please list in descending order of importance and recommend measures to overcome these
constraints

o The Presidential Decrees, generally mncluding 281/1995, and other legal authorities present
many constraints impeding the progress of project programs, such as
> Salaries and incentives are tied to the standard civil service scale
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> Approval of the CAOA 1s necessary in any study for orgamzation, staffing, and job
classification, a difficult process requiring hard negotiations and sigmificant tume, n
turn affecting personnel availabihity
> Minstry of Finance approval of funding for new staff positions
> Approval of the Cabinet 1s required for raising domestic tanffs
> Limited authonzation 1s given in dealing with personnel management, which 1s
controlled by Law 47/1978
¢ Shortages exist of specialized personnel (especially in South Smai and Upper Egypt) with
appropnate qualifications to fill management and technical positions 1n the organizational structure
¢ Difficulties remain in 1dentifying sources needed for capital investment and covering the deficit
between revenues and operating costs

To overcome these constraints, certain measures should be addressed to the GOE

o Allow for a transition period of approximately five years from the establishment of a nominally
autonomous utihity to complete the management system

¢ Give more freedom to w/ww utilities to overcome the constraints of Laws 47 and 26 (e g, enabling
utilities to make personnel changes and adjust salaries with incentives and bonuses)
Fund costs needed for equipment and capital investment at concessionary rates
Urge the CAOA to expedite approval of the orgamzational structure and staffing and to
recommend strongly to the MoF to finance new staff positions

o Utilize existing staff more effectively For example, the imtial design plan required an MIS staff of
four, plus a supervisor at all locations This approach ignored the discrepancy in population and
connections between locations, (e g , population of 800,000 and 163,000 connections at Mansura
compared to a population of 14,000 and 1,800 connections in South Sina1) On a comparative
basis, a sigmificantly reduced staff size of two n South Sinai for the MIS, accounting, billing, and
data analysis group would be more than adequate and reduce the limitations on attracting suitable
or qualified staff Simular scrutiny should be provided for other locations in Upper Egypt (e g,
Kom Ombo, where some eight window clerks at the Customer Service Center were observed
attending to a daily average of less than 50 customers) In three of four cases, there 1s an excess of
staff at the utilities due to normal operational, bureaucratic, and cultural norms It would be
mappropnate to introduce excessive computer staff as an innovative procedure A cursory inquiry
mndicated that, in general, Project MIS staff were occupied on a productive basis only 20% of the
time, spending the remainder on traiming This would indicate overstaffing, or mnadequate
management understanding of the capabilities and potential for a utility’s resources One option 1s
to encourage the MIS staff to justify their existence by selling their capabilities to other groups in or
outside the utility

4 The Contractor has stated in various documents (e g Techmical Proposal and Annual Work Plans) that

the consultant team would employ several key strategies (e g “leveraging other projects”, “using pre-
developed/pre-tested management systems applications sofiware”, “field testing implementation
strategies 1n one location and replicating successes elsewhere”, and “mmmizing training course
development costs™) 1n order to optimize the efficiency and effectiveness of the consulting/technical

assistance effort Has this been done? Yes
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If “Yes”, please cite specific examples
Leveraging other projects

Sewer cleaning program/training (Cairo GOSD)

Lawayih (by-law regulation) (AWGA)

Meter repair workshop (Canal Cities Project/Port Said)

Customer education (Canal Cities Project)

Computer software programs (AWGA)

Training material (comprehensive database of traiming matenals from all USAID w/ww LD
projects (4/96)

Staff Traming in Aswan PEA (collaboration with DANIDA-funded systems replication and
traimng 1n Aswan and Edfu Divisions)

Customer service (Cairo Water Customer Service Center)

Information exchange, revenue enhancement, strategic planming (IWACO)

Regulation (ARENTO - Cairo Water/Egyptian Electricity Authonty)

Legslation, regulation (LIR)

Using pre-developed/pre-tested management systems applications software

The MIS division 1s primanly designed to collect and present data and information for decision making
by the management group The data collection process 1s a standard procedure utilizing the MS Access
program for systematically collecting and presenting data in tabular form Graphics are a more visual
method of data display for management The training in graphic display 1s based on MS Excel It
appears, however, that the traming and data display are only vertical bar or three-dimensional pie
charts The 3-d pie charts are not effective and 1n several situations are deceptive On the other hand,
training 1n MS PowerPoint could be helpful in presenting data display and verbal mnformation in
summary form ArabSoft has developed both programs in Arab/English versions Additional strategic
planning software and a Framework program for developing budget projections should be provided for
each location

Field testing implementation strategies in one location and replicating successes elsewhere

. Preventive maintenance (Pilot in Luxor, customization and replication to Kom Ombo,
Daraw)
° Stores (One store in Kom Ombo WTP reorganized via Contractor assistance, a second

orgamized by same Kom Ombo staff without Contractor assistance)
Leak detection (Mansura technician now monitoring South Sina: staff)
Sewer cleaming (Aswan PEA apphcation to Aswan City Division)
General sequential work across governorates/cities in most task areas

Minmmizing traming course development costs

e Approprate mn-country training course matenals gathered and modified to suit Project
requirements
Collection of existing operating equipment manuals worldwide, as needed
Mimmal procurement of computer equipment for the Traiming Centers, relying on on-the-job
training 1n MIS centers
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5 Has the use of a performance based contract contributed to effective execution of the project? Yes
If Yes, what, 1if any, improvements could/should be made in the contracting mode i Phase II?

Phase IT has already commenced Chapter 2 discusses the performance of the contractor in
completing the tasks specified in the SOW The contractor completed the great majonty of these tasks
on or in advance of schedule Outcome indicators in the form of benchmarks established for each
governorate’s action plan provided the means for measuring the success of the stitutional
strengthening activities At the end of Phase I, 70 of 107 (65%) total action plan benchmarks had been
achieved, which included 23 of 26 (88%) “key indicators” selected as precedent conditions (CPs)
required prior to funding construction (Luxor, due to factors beyond the control of the contractor,
was the only Project site not to fulfill 100% of its CPs These remaining three CPs were met by the
time of the internim evaluation n April 1999 ) In the opmion of the evaluation team, the clanty and
structure of this performance-based approach — combined with a cost-plus-award-fee incentive
mechanism -- was a major factor in Phase I success, which further enabled the shortening of the
contract period by one full year Such action therefore has led to cost savings and increased cost-
effectiveness Semi-annual assessment 1s adequate No improvements to the contracting mode would
be recommended

6 The Statement of Work (I C 2) charges the project with exploring “an array of differing institutional
l arrangements” to achieve project objectives Please a) assess, and b) document the creativity of the

Contractor in 1dentifying and promoting diversity 1n institutional forms
Evaluation Excellent
Documentation/Explanation

. During the assessment phase, the project examined a range of available (legal) frameworks
for utility incorporation, including public company and public authonity, as well as strategies
to improve service contracting At the time of assessment, the GOE lacked both the
willingness and the capacity of PSP in infrastructure finance

. The project convened widely attended (power, telecom, and w/ww sectors) seminar on
regulation with technical experts from USA, World Bank, USAID, and GOE to review and
discuss regulatory framework world-wide and apphicability in Egypt

° As GOE interest in PSP was stimulated by development in power, telecom, and transport
sectors, the Project pioneered preliminary studies as well as plans for PSP project
implementation Project level workshop hosted 1n June 1997, Luxor level workshop in
March 1998 The latter led to recommendations from City Council to proceed with
formulating a comprehensive institutional development package

° Service contracting specifications and terms of contract have been improved to increase
contractor accountability and assume open and competitive tendering

7 Considerable efforts have been placed on explonng/promoting private sector participation in a variety
of forms Please assess the effectiveness of these efforts
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Evaluation Very Good

Documentation/Explanation

° Example corporate plan developed (December 1996), including educational and
mtroductory material on PSP

° Detailed prehminary study developed (May 1997) on the feasibility of PSP for Luxor water
utility

° Intensive three-day conference (June 1997) hosted 1n Cairo on PSP attended by USAID,

Minuster of Housing, Governors, all management staff of w/ww industry in Egypt
Considered as the first national conference on PSP in w/ww

° Conference on “Concession Management for Luxor w/ww Utility” (March 1998) attended
by representatives of the popular councils, tourist industry, private sector, and others
Endorsement of a “concession” management received and formal request to authorize
Luxor to proceed presented to the Pnme Minster

. Detailed preiminary Legal and Financial Study for a concession management for Luxor
(June 1998)

How do you rate a) the quality and usefulness of project outputs/deliverables, b) the quality and
effectiveness of the training program, and c) the level, quality and responsiveness of technical
assistance rendered?

Quality and usefulness of outputs/deliverables Excellent
Quality and effectiveness of tramming activities/events  Very Good
Level, quality and responsiveness of technical assistance rendered Very Good

Comments (including suggestions and prionties for enhancing and/or expanding techmcal assistance,
training and commodity procurement)

° Bulk metenng of all facihities should be the first procurement prionty
Provide wider range of techmcal assistance and tramning to HQ staff in planming and
management systems to ensure sustainability
Expand technical assistance i water process control
Provide more input 1n the technical and financial areas, such as enhancement of leak
detection and waste control, concentrating on plans, rehabilitation of networks, installation
of PVC pipes, and improving metering program (repairs and calibration)

° Enhance and upgrade automation of stores, plant record keeping, and preventive
maintenance to improve performance of facihities
. Expand on-the-job training model

. Has the Contractor established and maintained effective working relationships with USAID? Yes Has

the Contractor established and maintained effective working relationships with Counterpart staff? Yes
Has the Contractor established and maintained effective working relationships with key Central

Government Agencies? Yes
43
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Working relationships between the Contractor and USAID/Carro and GOE counterpart

staff are excellent

The Contractor has succeeded 1n achieving the following with all direct partners

Responstveness

VVVVY

Effecttve communications
Conviction 1n the objectives of the program
Smooth, cooperative relations with all parties

Positive impact on counterpart staff morale and procedures

10 Has the project had demonstrable, positive impact? Yes

If yes, please a) hist specific examples of measurable progress made/achievements recorded, and b) rate
on a scale of 1-5 those iterventions’ effectiveness 1n contributing to enduring gains (with 1
representing little or no likelthood that the progress made can be sustamed and 5 representing near
certainty that the progress made will facilitate sustainability)

The following represents Evaluation Team-average assessment of Project-wide achievements

Example(s

Management Systems

Customer service centers
Staffing plans
Computernized billing
By-laws

Personnel and payroll
Stores/inventory
Commercial accounting

Planning & Management

Organization/staffing plans
Strategic planning
Program planning
Management planning

Traning

Trammng centers
Training plans
Traming courses

Operation & Maintenance

O&M budgeting

UFW reduction program
Sewer cleaning
Metering program
Power cost reduction
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In view of the constraints on PEA admimistrative autonomy as set out in PD281, assess the creativity of
the Contractor 1n taking advantage of the ambiguities and room to maneuver n basic regulations to
maximize the PEAs’ capacities for decentralized management Should any limitations be placed on the
contractor 1n exploring the limits of GOE regulations?

The Contractor provided technical assistance to the Project-wide Steering Commuttee to enhance PEA
capacity for decentralized management under PD281 in the following ways

Provision of adequate Bab II resources to the new authorities
Provision of adequate Bab III resources to the new authorities
Raising central-level awareness of the contradictions between the PEAs’ overall mission and
certain articles in PD281

e Rewview and endorsement of new PEA mternal regulations (lawayzh), including customer relations
pohicies and regulations
Transfer of resources, including physical facilities
Mobilization of local CAOA offices and governorates to lobby for greater decentralization in
onginal orgamzational blueprints for the PEAs

The Contractor has exhibited an exemplary degree of sensitivity in working with counterpart
orgamzations and should not be imited 1n exploning creative ways to work within the framework of
existing GOE regulations

Assess the organization and staffing plans and companion management systems developed for SCRP
utihities Describe progress achieved to date in implementing these recommended improvements

Orgamzation and staffing plans covering most essential mnstitutional elements have been completed for
each utiity  All plans, however, lack a dedicated Environmental Health and Safety Unit/Section at the
Headquarters level (Mansura Division maintains a small health and safety sub-unit i 1ts Workshop
Section ) Automated management systems are operational at all project sites at differing levels of
sophistication According to the plans, implementation of staff placement 1s progressing 1n Kom Ombo
and Mansura Divisions Performance in Luxor and South Sinat proceeds more slowly (3/99 and 4/99,
respectively), and stronger efforts are required by the Luxor City Council and the Governorate of
South Sina:

OMITTED FROM SCOPE OF WORK AS PER USAID APPROVAL

Would 1t be cost effective to transfer all or part of the IDS/SCRP training program/activities to the
Mission-wide DTII Tramning Program? What, if any, would be the down-side effects of such a move?

Field observations by the evaluation team confirmed that SCP traming 1s closely tied to the Project
Implementation Plan Trammng is based on site-specific Needs Assessment and addresses the
requirements of each site individually, as well as Project-wide Tramning 1s also tied to the on-going
technical assistance activities It 1s more efficient, therefore, that training and technical assistance be
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managed, directed, and momtored at sites by the Contractor The approximate cost of such traming 1s
200 LE per trainee per course

The potential for off-shore (US or third-country) SCP management training was explored with DTII
staff While DTII maintains an impressive resource base for specialized US traming, 1t 1s unclear how
DTII could address specific SCP needs without an intimate link to the Project On the other hand,
while the Project to date has only provided one off-shore tramning module, the exercise was designed
with an informed and SCP-expenenced perspective, thus enhancing cost-effectiveness If trammng --
which 1s a major element 1n achieving SCP objectives -- were transferred to DTII, the evaluation team
believes that techmical assistance effectiveness would suffer and objectives could not be achieved as
planned

Assess the efficacy of the Contractor’s recommended Phase II strategy and approach (as detailed in the
Phase II Planming Document), and offer suggestions, 1f any, for improvements or new initiatives which
should be undertaken 1n the future

The Phase II planning strategy 1s sound and logically structured Progress and concluding tasks and
programs specified in the plan would ultimately lead to sustamnability

Examples of types of imtiatives to expand on geographically or intensively include the following

Gradual reduction of staff size in Aswan and Mansura

W/WW tanff increase in South Sinai for all non-domestic and non-governmental user
classes

Two-year record of closing the gap between costs and revenues

Upgrading staff skills and reinforcing the management capabilities of senior and muddle
management

Implementation of improved record keeping and reporting system

Fixed assets registers automated after completion of fixed assets mventories
Fast-track to Year 6 (from Year 8) planned cost recovery study

OMITTED FROM SCOPE OF WORK AS PER USAID APPROVAL

What are the principal “lessons learned” 1n Phase I of the project? How can they be applied in Phase
II?7 Please lst and explain

Lessons learned

o There 1s a great need for increased management tramning for several utility orgamzations Skill sets
that demonstrate strong and decisive management within a competitive environment will need to be
developed, a feature not common to utility administration nationwide The innovative thought
process for decision making under uncertanty 1s difficult to convey Study tours and training at an
equivalent U S water utility would help to elucidate this problem

e At the same time, the traditional management cycle (Plan — Execute — Review and Evaluate —
Reprogram) 1s well understood by Egyptian professionals and effective 1n producing results,
especially 1n the private sector

e Strategic planning, follow-on program planmng, and management review are strongly required and
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should be tramming goals

e To be effective 1n the longer run, utility management will be required to curtail operating and
maintenance expenses and reduce staff, a difficult decision under the best of circumstances

e Continuous increase 1n transfer of authority and responsibility to counterpart staff 1s crucial to
optimizing impact and achieving institutional sustamability

e There 1s a need for governorate headquarters authorities to plan and transfer skills learned 1n
Project-supported divisions to other divisions

e The mechanics of accounting, database collection, and traming for a qualified staff to produce data
reports for internal evaluation of operations has been effectively transferred to each utility
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ANNEX E
COMPLETE LIST OF RECOMMENDATIONS

Chapter IT.

Task 1.3 Automation of Management Systems
o Provide technical assistance (TA) early in Phase II to assess the current and future benefits and
feasibility of inter-departmental data-sharing systems (Automation of Management Systems)

Task 3.3. Inventory Control and Store Management
o Encourage the utilities to request the Ministry of Finance to accept their new systems of record-
keeping so that the storekeepers can eliminate the Ministry’s requirement to maintain a separate ledger

Task 3.4, Management Systems

o Expand the commitment to use MIS information (reports, tables, charts, etc ) for management
decision-making

o Explore ways m which to make MIS information more accessible and useful for other (non-senior
management) staff and departments who require current and rehable data

Task 3.8. Internal Monitoring and Evaluation (including Health Impact data)
o Fast-track the design and implementation of the health impact component

Task 4. Consumer Education Program

¢ Replicate semunars for women’s groups in Aswan, Luxor and South Sinai

o Encourage the formation of single-issue “environmental” non-governmental organizations (NGOs) in
project cities

Task 5. Procurement of Project Equipment and Materals

o The Contractor and USAID should maintain close coordination to provide timely procurement of
equipment Flexibility should be maintained to take advantage of rapidly changing technologies, as well
as in changing/adding required equipment that may be 1dentified on a case-by-case basts as a result of
Project achievement

Chapter ITI.

A Effectiveness of the seven cities

MIS

o Encourage the MIS team to share their data, information and analysis skills and service internally with
other units at the utiity The availability of a functioning MIS umit can facihitate making investment,
financial, and operating decistons for every division

Billing/Collections
o Imitiate a test cast to determine if hand-held meter readers with automatic mvoicing capabilities improve
operations One or two sample hand calculators could be borrowed for a district in Mansura 1n order to
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compare the results with the current standard manual meter reading and collection system procedure
The test devices could be purchased if the results are positive

o Expand the location and hours of the Customer Service centers to permut direct payment by a wider
range of customers who can not pay the collectors directly

e Conduct a study to identify charactenstics of payments 1n arrears

Inventory Control/Stores Management

o The staged approach to automation illustrated by the Cardex system should serve as a model for non-
SCP-assisted divisions

e Procurement should be coordinated with this phasing so as to ensure the benefit of rapid marketplace
innovations (e g , rapid changes in computer hardware and software standards should be considered
when detailing procurement specifications)

o The stores and stockpiles should be established on an operational database as soon as feasible for
mmproved control and planming

O&M
o The Contractor should maintain the same level of responsiveness to the service delivery needs of the
cities 1n Phase II as they did in Phase I

Customer Services

o Accelerate replication of successful Kom Ombo Customer Service Center 1n other Project cities

¢ Evaluate use of Customer Service Center in Kom Ombo for potential savings in staff use (Several
windows were observed to be under-used during the two wisits to the Center )

o Alternative radio and/or telephonic communications systems should be compared and provided to all
project locations to facilitate customer service, collections and O&M

B Problems and Constramts

Bulk metering
e The Contractor and USAID should coordmate closely with CDM to speed the bulk meter installations

all sites
e Service meters and the establishment of meter repair facilities should be facilitated for all unequipped

sites as soon as possible

Leak detection
e The leak detection equipment scheduled for Phase II procurement should be fast-tracked for delivery

and use, beginming 1 Mansura

South Sina1

e The Contractor should provide additional traming 1n contracting and contract supervision, particularly
for system operation and maintenance

o As stated n an earlier recommendation, establish meter repair facilities and provide/install service
meters in South Sinai upon Phase II procurement

Luzxor
o A central physical structure consolidating all principal functions of the Luxor utility should be provided

as soon as possible
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Staffing

C

Review and revise staffing plans to concentrate resources on areas of key personnel where shortages
currently exist

Proactively urge the GOE to expedite approval of new positions and financing in key personnel areas
Explore imaginative incentive programs to attract qualified personnel

Seek ways to maximize productivity of under-utilized staff in creative ways within the organization (at
least one utility, Mansura, 1s successfully doing this), or even outside the orgamization, such as selling
marketable skills (e g , MIS, traiming and laboratory services) to non-Project utilities

Constraints within the GOE environment

Full financial viabihity

Seek legal and policy approvals for more authority to set tariffs in governorates to recover greater
portion of costs

Seek GOE approval for a controlled, five-year transitionary status from the time of the establishment of
a nomunally autonomous utility

Each PEA should develop and submit to the appropnate authorities a formal transition plan that
provides an outhne of its proposed path for achieving full O&M cost recovery

Seek GOE approvals (MoP, MoF, and PM) for capital investment grants and/or loans (at
concessionary rates) to PEAs Also consider zero interest loans for capital investment during the
transitionary period Transitional supplemental funding should be provided to PEAs prior to full cost
recovery attainment

Shortages of specialized personnel

Give more freedom to w/ww utilities to overcome the constraints of Laws 47 and 26 (e g , enabling
utilities to make personnel changes and adjust salaries with incentives and bonuses)

Urge the CAOA to expedite approval of the organizational structure and to help to finance staff
positions and bonuses

It 1s suggested that the staff size be imited and reduced 1n South Simnai to only two each at the MIS,
accounting, billing and data analysis groups Similar scrutiny should be prowvided for other locations in

Upper Egypt

Institutional changeover

Urge the MoHPU to assist in the turnover of the WWTP 1n Mansura

Better coordmation between ED/CM project (or NOPWASD) and the IDS project would provide
mmproved traimng, both during construction of new facilities and first year of operation of new
facilities

The Contractor should provide the necessary extra level-of-effort to assure the continuous O&M of the
new Fatera WTP (Kom Ombo) in the Aswan Group upon turn over from NOPWASD Tramning
budgets for additional operators should also be made available to the Aswan Group Aswan PEA and
NOPWASD should work cooperatively to expedite facilities turnover

Delays in MoF disbursements

Minsstry of Finance should be encouraged to show more flexibility to the needs of this important
Project The LIR task order output should help to solve this problem for the utilities

D, Effectiveness of PEAs in Aswan and Dagahliya
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e Aswan and Dagahliya should host workshops for non SCP-assisted PEAs These should include Bent
Suef, Fayoum, and Minya, all soon to receive support in the Middle Egypt project

e The IDS program should honizontally transfer imaginative sustainability proposals among all Project
utilities, including non-PEA utilities

o Because the Luxor and South Sina1 utilities (non-PEA entities) have only recently been established,
USAID should re-evaluate their progress within one to two years (1 € , 2000 or 2001)

E_Traming

¢ Extend the Project traimng model, in which traiming s closely integrated with implementation and
hughly flexible in meeting specific utility development needs This extension should account for
attnition It could also take the form of more intensive training of trainers (TOT) component, which
mught then provide the opportunity for Project utilities to market traming services to non-project
utilities that develop autonomy strategies

Provide more senior management traming, considering the planned Phase II intensity as a mimmum
level

Add a level of traming assessment scheduled for 6-12 months from the course date

To complete the integration of traming efforts within the utility, the Traming Commuttee must become
operational in Aswan, Luxor, and Dagahliya While presently the Contractor has suggested that this
Committee meet semi-annually, 1t may be more beneficial to meet quarterly to correspond with the
quarterly cycle of Annual Training Plan reviews

Explore opportumties to mvite private sector and other regional utilities to provide trainees on a fee-
basis to improve economic sustamability, as 1s being proposed by the traming manager 1n South Sinai
Off-shore training expenences, including twinning-like arrangements, if deemed useful, should be
postponed to the last years of the Project This would assure the most efficient use of managers’ time
through continued m-country traming provided by the high-achieving, integrated Contractor-
counterpart training needs assessment system

The Contractor should explore imaginative solutions to the pressing need of the governorate-based
utilities to provide traimng to their non-Project Divisions For this purpose, once DANIDA'’s parallel
project in Edfu and Aswan cities 1s re-started, lessons can be learned from traiming efficiencies among
different Divisions
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ANNEX F

1998 Comparison of Secondary Cities on SO6 Decentralized Management Goal

Cost Recovery Total Score
City Personnel Policy | Budget by Revenue Improved
Evaluation Chart of Accts | Retention Decent. Mgmt
CDM Team Chemonics
Aswan 60% 53% 30 100 75 68
Mansura N% 69% 67% 40 100 15 72
Luxor 62% 45% 67% 0 0 0 0
South Sinat 100% 19% 0 0 0 0
Port Said 26% 0 0 0 0
Suez 26% 0 0 0 0
Ismatha 22% 0 0 0 0
Bem Suef 63% 40 50 100 63
Fayoum 50% 40 50 100 63
Mima 58% 30 375 100 56

Data from “FY 1998 R4 Results Reporting for Egypt’s Water and Wastewater Sector Strategic Objective 6”20 February 1999
DATEX Evaluation Team
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ANNEX G
Comparison of Financial Control Systems at SCP Sites
City MIS Computer billing | Special accounts Budgeting Cost accounting |
El-Tor Very good 100% from November No (through governorate | Traming for eshmation No
(South Sinar) 1998 accounts) only, imtiating estumation
Segregation for shadow through the governorate
accounts will start 1n budget
1999
Luxor Very good 100% for entire city No (through the city Trammng, began estimating | No
accounts) thus year through the city
Segregation for shadow budget
accounts will start
1999
Kom Ombo** Very good 100% for Kom Ombo Yes, umfied accounts Yes, two years ago Yes, one year ago,
manual
Draw** Yes (Kom Ombo Preparing, data entry Yes Yes No
division) will begin July ‘99
Nasr+* Yes (Kom Ombo No, data entry at Kom Yes Yes Yes
division) Ombo site
Mansura (Dagahhiya) | Very good 60% of the city, Yes, unified accounts, Yes, two years ago Yes, one year ago,
40% manual, will be Yes, also two years ago manual
computerized fully end
1999

*¥Special accounts, budgeting and cost accounts were prepared for the division
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ANNEX H
ECONOMIC PERSPECTIVES FOR SCP
BACKGROUND

The Project Paper for the Secondary Cities Project includes a strategy to produce plans to achieve cost
recovery and autonomy for the local entities responsible for water and wastewater systems The
achievement of full institutional autonomy would require new mitiatives, including legal authonity, tanff
increases, a new rate structure designed for complete cost recovery, full revenue retention by the utility,
adjustment of the labor requirements and competitive procurement procedures The design and
implementation of a new sustainable utility model will be an essential product of this project The positive
example of an autonomous utility will encourage other to follow the procedure The penultimate aim of
autonomy would amimate privatization and accelerate independent financial mvestment in the entity This
annex 15 designed to focus on the financial and economic aspects of the program required to implement
autonomy and suggestions to expedite the procedure

PROCESS

The aim of achieving self-sustamnability for the water utility sector will require a mixture of increased

revenue and reduced costs A number of viable approaches could include

o An effective leak detection program The gap between water produced and water consumed by the
customers at each connection 1s considered “Unaccounted for Water” (UfW) Since all consumers pay
total water produced, the least cost incremental water 1s to reduce UfW and increase the efficiency of
the system The levels of UfW are currently lugh and a systematic program to substantially reduce this
level should be initiated at the highest prniority level The UfW could be high due to maccurate data No
water production facility in the project 1s metered Estimates of water produced are based on the
original plant design capacity per hour multiplied by the operating hours Without actual levels of water
production the estimates of leakage could be excessive It 1s suggested that meters be procured and
wnstalled at the production facilities with the imitial priority for the high consuming, lugh UfW citY of
Mansura

e An effective water meter management program should be implemented to insure the quantities of water
consumed are valid

o Power reduction program Electric power 1s the largest O&M expense and a systematic approach to
ncrease energy efficiency should be initiated
Ability to pay survey based on the GDP of residential consumers
Willingness to pay provided by a survey of alternative water supplies or wastewater removal This
would include the cost of bottled water, or tanker levels and the removal of wastewater, which both
would be substantially more than the utility option

PRIVATE SECTOR

The increased involvement of the private sector 1s a desirable option for the future devolution of water and
wastewater sector A strong private sector could help utilities develop in two important advantages The
first 1s by providing innovative management concepts and operations and as a source of funds for new or
expanded infrastructure The second approach would be to provide support to sector institutions as
supphers of equipment and matenals and active knowledge of the competitive market A desirable aim of
this program 1s to create a framework or model for a water utihity that would be an attractive investment
for the private sector For a private mvestor to become involved n the utility, they must feel confident that
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local and national conditions, policies and laws would be designed to permut the investor to meet the
obligations and insure a self sustaining entity, in addition to recovery of the investment costs
Cost Recovery

Egypt, n an effort to maintain low cost rates for water, an essential commodity, has in the past followed a
policy of subsidizing water and wastewater from general budget revenues The principal justification for
subsidies was that some of the population was so poor that rates reflecting full cost recovery would deny
them access to a basic need However, a closer analysis of this argument indicates that the subsidy policy
tends to be contrary to the needs of the under-served poor, and may be the main reason they are denied
complete access to water and wastewater services The dependence on mvestments for water
infrastructure exclusively on government subsidies makes the level of investment dependent on the ability
and willingness of the Government or international aid agency to mnvest in water systems in the country
Budget constraints or a shift in sector or country priorities can slow down or curtail water sector
mvestments that cannot secure alternative resources Tanff rates not designed to meet actual cost recovery
levels result in subsidizing the economucally better off population, which is normally well-served Low
tariff levels and excessive reliance on government subsidies provide no incentives for the utility to be more
efficient or make cost effective use of the available resources Low tanff rates do not allow for natural
water demand management In many locations, the poorest residents pay an excessive portion of income
for water and may be required to purchase water from private vendors, at exorbitant prices, in addition to
bearing the cost of increased health nisks and inconvemence 1n daily activities In many locations the poor
would willingly pay a higher price, reflecting the true cost of water, for a dependable supply of an essential,
life-supporting commodity

Since present rate levels are generally below financial or economic cost levels, an appropmnate strategy
would be to first increase rates to total financial and later to economic recovery cost levels Financial cost
recovery, 1n this context, means the water and wastewater utility would generate income from users fees
sufficient to cover operation, maintenance and admimistrative costs In addition, the financing of capital
mvestments would be accomplished by obtaining loans, and servicing the loans

The most crucial element on the road to full cost recovery rates 1s the Government of Egypt’s commitment
to eliminating direct or indirect subsidies provided by the national or local governments Interrupting the
flow of easy money from the government can force the local Government or utility, to improve the cost
effectiveness and efficiency of their operations The elimination of subsidies must be gradually phased n,
and should proceed at different speeds at each of the SCP locations However, the government
commtment to a clear and transparent plan for subsidy elimmnation 1s important, so that each utility can
take measures to prepare for decreasing subsidies by increasing rates gradually and building a more
efficient institutional structure

Tarff Schedule

An appropnately designed tanff schedule can be an effective mechanism for simultaneously providing funds
for operating and maintaiming the existing water and wastewater system while providing funds for
expanding the infrastructure, or replacing essential components A taniff design model can assist n
determining guidelines for water supply schedules for residential, commercial, industrial and agriculture use
of water and wastewater tariffs for utilities

DATEX e >3



Mid-Term Evaluation of the Institutional Development Services for the Secondary Cities Program

A review of tanff related topics indicated the following suggestions

® A self financing tanff system 1s essential for independence It 1s essential that each utility, adopt the
policy and program to effectively implement the requirement that tanff rates be designed to cover the
total costs recovery of the operating, maintenance and capital investment costs for existing and new
facilities

e Commercial independence 1s required for new investment facilities

CONCLUSION

The effective economic approach 1s to assure that the consumer perceives the price of water/wastewater,
or any commodity, reflects the actual cost Any product, including water, that is underpriced, 1s
overconsumed The price sends a signal to the consumer of the real cost to the mdividual, and society for
collecting, transporting, distributing and disposing of water According to WHO, the level for a mid-
development society 1s 75 hiters per capita per day of water, while only 5 lcd 1s required to sustam life The
current levels for water consumption for the SCP 1s from 71 to 125 lcd, indicative of a mid-development
comfort range The consumer percetves the price of water consumed from the peniodic mnvoice, however,
the current tanff billing level for restdential consumers are highly subsidized It 1s suggested that future
mnvoices present two tariff levels, one the actual cost of providing water, without a subsidy, and the second
mdicating the current tariff level A note indicating the gap in payments between the cost and price of the
nvoice 1s provided as a social benefit to residential consumers, and could assist in improving the public
perceptions of the mtrinsic value of clean water
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ANNEX1
STRENGTHENED UTILITY SAFETY PROGRAM
The Need

Occupational health and safety 1s a corporate concept that has been embraced worldwide for over two
decades It fulfills the corporate need to show its employees - 1ts corporate “family” members - that 1t
cares about their health and well-being while 1n thetr corporate “home ” Although these efforts add capital
costs to corporate operations, the benefits derived from lowered absenteeism, lowered medical
compensation, and a sense of well-being 1n a safe work environment have proven these programs’
cost/benefit value to the corporation’s bottom line

Duning Phase I of the SC/IS, several groups of young students have toured the offices and facilities of the
Project sites, as part of the ongoing Consumer Awareness campaigns These activities will certainly
increase greatly and the Consumer Awareness Program becomes fully active in the near future Therefore,
beyond concern for the safety of corporate employees, the Project must make sure that safety programs
include the safety of visitors as well The consequences of accidents involving visitors can irreparably
damage the image of the utility in the eyes of consumers, setting back any gains of Consumer Awareness
Programs

During Phase I, the Contractor-inspired organizational charts included only one Safety Officer in each
Division, and none in the utility headquarters Safety 1ssues were included as an integral part of all traming
courses, as applicable On the other hand, counterpart managers frequently emphasized their desire for the
Project to procure safety equipment to protect their employees from on-the-job hazards well-known by
them 1n the course of facilities operations and maintenance activities (About 10 years ago in Luxor, two
laborers died from poisonous gases while performing sewerage system maintenance )

Cursory Evaluation of Phase I Program Plan

The contractor has responded to these concerns by developing a Program Plan for improving occupational
health and safety, and by prionitizing safety equipment in Phase II procurement The Program Plan 1s
scheduled for start-up 1n July 1999 While Safety Units have been proposed for both the headquarters and
division levels, the principal focus of this program seems to respond only to the safety needs of workers
exposed to potentially hazardous operations This Plan only responds to the most obvious defimition of
“occupational health and safety,” as expressed by the concerns of local counterparts (The Program Plan
for these activities seems to be comprehensive )

Modern corporate cultures embrace the concept of occupational health and safety to the entire corporate
environment, which includes nomnally non-hazardous environments as well Examples of safety concerns
1n “non-hazardous” environments are buillding structural integrity, electrical wiring, emergency exits and
procedures, chemical cleaning matenals, samitary conditions, and open pathways
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Recommendation

The Contractor should reorgamze the staffing of the Occupational Health and Safety Program Plan as
follows

» At the utility headquarters, an overall Corporate Safety Director under the Utility Chairman, but above
all ine department managers, responsible for all utility-wide safety programs

e At the Division level, a Safety Unit Manager directly under the Water Section Manager and the
Wastewater Section Manager (2 total), responsible for safety programs in “hazardous environments” in
the Water and Wastewater Sections, respectively

e At both the headquarters and Division levels, a Safety Umt Manager directly under the Admimistration
Department Chief (one at headquarters plus one for each Division), responsible for safety programs in
“non-hazardous” environments

e Designated Safety Officers at each “hazardous” facility (not a full-time responsibility), responsible for
routine monitoring of facility safety standard operating procedures

Initially, a “safety audit™ should by performed by a contracted specialist for each utility Conducted
annually, this audit should include both “hazardous” and “non-hazardous” environments The Contractor
should supply this audit through its provision for short-term technical assistance, followed by assistance to
Project counterparts in contracting for this service locally for sustamability, as applicable

Traming and technical assistance should be added to facilitate the sustainability of the above Program Plan
additions, as needed

DATEX e >8



tJ)__:allu.au.b\”:tl:_).e.“u\C;ﬂ.:.L_ﬁaJ“Sjm&aLAJugJﬁle‘ﬁu] A

l)__S_)AL_'ul:.SHL._)Aanq_)ﬂ?:,‘Uluch‘ UQIALJQ|J\.4_4]‘2._1AI|L;‘$Q)SJ
Ll 3 1Yl ?J.a:u]‘ l..lg_).ﬁ“ Ulr:.

ddall danall g Al

Joel (S I Leaniy dalel) daall o Cllaglaall 855 Ao gy peall o 4
Glata (5 e gpuadl Aa Dl svall (5 fanall (raady 48 5 de U el
ol o ppall Cilata a5 a2 g olual

39 —a g (5 e S (o gl ALl 5 daall Gl i el s gl T Y
S g sl IS sl g A Al g At Calad 5o dlaed g 46 6l dakaa dlac)

8l o palc J__alﬁcad.l\ﬂd_,lmugﬁnﬁ_,@u‘ %;EJ‘SJL}_)]L@‘ oSy
Al el g Al Aol Clada ol i

il g S 2000 oSS ALB Saa Sy Al 53l ED/CM g 5 5de g Gl V)
@Jﬁ\&;@d&&idﬁ\hh‘Jde:\.@J@Jyj\@ﬂ ékhaﬂg_x..au_)m

o eSasdl de 3 Coagiud W) As pal G Cam eDlaall Do g ped 0 pda VY
G‘Jal‘!éJ|_}aluY‘agamlU;ﬂig3L’5)_,}an s Slaaall al@yl 4alll

JJJ%&ZJJ_}AJW‘ Q‘A&m%ﬂ_ﬁe‘}&cé&iﬁébh&&\ﬂ‘

DATEX ~<

57



2w ala U o Jpmanll (R0 —Laplaasl) Yl il A g G Y
22 s pas A e Jamandh LY s o e Sl Sy Qi gy
o2l At )l Slaeall iy Caley pall Gl sl o el 4GV 5 _fiall Dla
33 g2 duals 32 Gl YT (S ANELYT 3 fell dea g ALl

1)p ol @ el Glladl g S Gldaall S Sy )P ddstue Ju ) T
Clalaal) o2 u S pae ) Coae Gilaaall (5, SI le el Guld Clalae oS 5
dade A gl pdiy Sllaall 480 Sl et (S dnlSal p2e 4c il
s 383 3o ale 57 Laay ey Aacdl a5 ASET (9 o putll Qs 483 p2e
COA—a o) Ao Al e S8l Clla e 3 phaaall a3e g Lball y Jux 23l 4alSH
Lalall

Jae ¥ aa Lo e iz Al ASall) 0 oyl bl 5 ea] )6 e
e 5 ogal Llla e il ) Cumdaad I Lo glaa 9 AS03D 8 A0l Lo graall 55 500
Wy Joball CBlay o2 il Ll W) peleat W (o g L 33 g200 B laSay AplS
ED/CM g 3 e 43 yzal Busa Wy 55 o5

Challa¥ el pal g oS A dall A alS] Clalaell S 5 Sileds 29T (8 pun gl O
e Sladall o2 Jaldli Crany Clalaed dn3la o (5l QB 355 seal
il adadidl bl (o datlaall oS5 Caguy ¢S Filall LS Lt Las o3landl
DL 5l 58 A 2 eDlanll (2] AT | Jany Laay Cilalanll aS il A plall

o

LI
S a¥h g e DU sl @l e Lall it gl Jady eVl ot Lla Zaslye 1

ot =S (20 pe 32l Al a4l JaaSlall (e Cus pleall 2la¥ a2
ialay el Cgny pafVl (G (9 mual y al 3a 519 () gl 5 Dalelall s
A el Zpl) Alaely Gpealaal suitigdll Cilacant o

St Y a0 Gl Sl e Jpmall o Lgas g A gl gl ey Y
Glatia¥l o S5 Cahafida dgap dna gl (Sary  Lehisadysaaa calhy
L J0) el Bald 32l N 535 Lo aall suaa S Glasiul 1S Gidadl
(aJJ@tﬁa@wﬁ\c}udmi

DATEX e

AN
AN



QbL.,anJ:%_I_JJA:L_JLada:. Cile gana Jac) PS_,@LJ\ 3_51_).4.“ _E_,Lﬁ?:a AR
N u_)b.a.“ SJ‘A‘cL.»LaA]\c;L‘J\Sﬂ\ \.lLu:._,s_):fx‘_}ﬂiJr. u._ﬁa‘.aﬂ 3._.!_)4..:.“ C.:l_'l_)‘ﬂ
ALY 3.\5;4.“ diwl u.‘.‘dl 9 Sthaala Ll 9l _)A.“ aaan

B_)g_:.atg__:._-n.;_,:\:x_,.u‘ UM‘@AALS.,L:AGI:QLA}LA" _)S'_)QGL:}J' oSal VY

i) el LIV Giluidadl 5 yeaall 5 galt dlaet S Bha e 8 sall dacl 1V
:t_‘uL‘..':! L:'L-‘ ebandl Aaaa JS’JA Caelu LS O bianiall SJL_!JG.I:: .ch.n_, el azll
edaal) g el

Ladae) ad oall cuyiill S pa (Pla o o ptiall Lalill 3eleSl asy (Sl V€
0dA e 3L Sy g0y juill QLAJEHAJLA.QJJEJSJ&M:G;:JLJ (FPTPEy
ABiles s 81y Lt Gl (s gal ol 5e (0 Olaladl oy 0 S)

dach pali Ci¥laal el (5 gudl Lo g gkl JBY pu@ il Je i Vo

(52—a o ol (e A Cum ool aaal adad y die G pedl 1 prenay

dae¥sr A Clgean Ju syl e dls aledl Aaall e g gyl 20
bl gall (mall o gl (5 funa 2355 Lo g el 5l

Silaa g2l

altsal Falaiad ¢ Lallall LaeeSal
Gl b8yl Cligd) elaeY Cilubuall 2o il Tpaldl o TulSaY! Gay )

Jon il Cadl S5 e S o m Apbae] cavall Cajuall g obpall o dgy jeill 09
iz D o a Jyad A ggud LI 5 fis gl slbel o Zsh gl 15S 5 Ll
Jlasiad 13 Zllall 5y 8 ymas Jigar OS L ulant g Wl ge e Ll LaaleeY
1Sy ol gl st oon Tnaslail Sl e 510V 5 asbaTill (5,8 sl lgal) 338l 5a
5 a¥) 5 aghanll (g S all Jleadl e JSGgll Aol ate ) Cun o)l Cleanans

gorial plan Jo s

DATEX e

-



Jsrad —a ol 2l de el L Lpansy Lade 3o (2 Jeadl dboa COLRIL ploss
u_lc_aéL,_‘.Sl LJ-—S;’AJCJ—*A}“ UL:c_.J_JJlI.c_‘u_lct_,)a:mﬂH:ﬁB:\_ml_’ ‘?_u_)]l
J@h'd\@\&d‘ﬂ‘_gu_b\”ilaﬂlémﬁcmulci)}S‘}‘AUIStJJMI

J:LQ:J.“Z:;&S@EJQJJ:UE:L“@}J&JﬂjebaﬂwlL).a_)

€l 3 aladud g Alal dagdal

Laam S __a ulc.-.a:_'ll—ﬂ.l:u tj)m‘shzg@eéﬁ]ﬂ‘dsgﬁhw‘_’w‘
J‘H\ﬂ 2:.3&1&_}3:!‘.’53‘ Mc_u;ﬁ&gﬁ}ﬂ :\.ll._h.a.“ Jlac! J.‘m:xJL..uulc hm‘_,
4._;]! d_y.a_,nk_.u.au.‘.h LMJM‘ ;.!.__“53&[5&53;3&3_365‘_)4“5_)‘.\! L\S_,

*-#T'?l-n:‘-_lté-ltﬂ

sl GsSay bad Ao 5 sl Gls coliantall 3 5 Law 4 SULN e i A

LS eAglall Wl se o lalae) y 5 0aY) D0 (38271 5 saal) (Ganad 4 caS Ly

Uy Sl A8 e %Y e (I%E0 Gu le gl 5 Ailadl COLaatia dons f s 5
el o pall g alaall FU QS yuails (0 saed) (D pa y Gl

gy pnay (23 5 jaa Ay yill Aladall dpe sSall Gl g8l g 2l 51 a5 4
i s Jgeall (LIR)g 5pda (0 Laed al 35 Al Al 5ol (e ety LS duiilea
8al sy oy Lo llaall e Gealall 1 e Lad llia 4 LS 2S5 5a¥1 2 eal
Callsl

e J—alse e pla Jale Lo Lede Cuulaa ) Gaziall oliall S e Ve
1Sy aSe 2 G oyl Ao i oS5 Lede Culaa pued) iliaSH 08y 3 ) gal
—asfy gLVl ama Ga % £ Jn Jid a5 Ansld el Al <Blial
[SUDYCP S PUPEIV.. RUNITRY [ SV P W PURVZRTUI SN P\ [ S LT W
%10 Msa oSl Leloall Ll Jpal 8 Gl o2 Ji5,%1Y 3a% Y

4 S a0 3 1Y)

DATEX i~

s~
™~



d_,L_..L:]‘ Jl%%fy‘hﬂl@wwﬁ?]d_}uj‘wéy J.Li.u]_ 'IQG_,M
P aﬁ)@%&;&l‘s)@y‘u&ud&‘)d&ﬂ‘ el e Ll sy Sy
u_y.a]l_, o‘.g.nj\ tU:é?:\la::.l:L_:_)L*.“ 3....:‘_)3.“ G{.‘.ﬁé&&';‘}l L'S‘ Al ?.’.:: 5_)54\1\

(LIR) LSy & gmall 30 ¢ 558 Dha (o ol

M“ (g s ¥
plis g | puadV) sl | AudgBall dkailas Gl
= Jsia laa s laa aa Jardl Jaboa 3T
Lo g1l (59 2 has s Saa | sl ey paladl
Jos gall 2 TN RENETN Faa allSall/a ] gl
EEQRTEN s [REQRTEN s il glzall 5S) e
2 Jas RENPTEN A leall y Jonial
laa 3 L JBaa laa 0l S| e
J s s iea laa 2o eDdanll Lada S ye
J s L ENRTEN la> 3 aladl aaidil

L Bt (g Janll Ao Sl 1S5 e VoY Mlaal e VY 230 2eB 5 W€
b wY JalSl aamil are aa 1y Y494 Gl cading (Ja @y Ggllaall e %Y
Al adl 3pSal pae 1S g yead¥ Aanas (30 yall 55100 L seans )l Aladl el (3l

O (i oluall s Aay ye5 aa 1 Al i i

Gzl Lalall (YV)ae Maal o Gugllaall JHS I a (TT)22e a3 5 ©

Yot v v oSl @l ses CaleSand AN B a g CleliaY) Jlaet e 358 gl da Y
e LA 2l Jlaed (J3 gt da S Ul 221 9a7 el g

i IS s Ahslae S Jae kel S 8 ladlael 5 3 00D pd5e
3% JyEal A8 By ekl el poall dhAd 8 4idsE S gal pladl b

DATEX~e

Q‘
o



e 3a e Gl Gadl e g g otall G oY) As el 3us G Gass )
& 3odall b8 (A0 Jaadl bl y il

Janll Aaa Jal ja g As ja gl a5 pe g pals 0 Gl (AN JSLALD 3aan Y
Jslaall A2 jaas aslae) 5 A

o danl 5 IS (g pad & paall $agSal 5 jea) po JLaiVU Aujladll s T
ool ddaa 295 Jal e G0 4 a5 A JSLAD s

ATl g g A leBal Sl s e JS) AaLalBYT il B0l (s s £
Slgl Gl e oy Jaeds Jlae) cilbakass

RN - PP Rt PN VRN, 3 A PSP RSO S

Lle domr p il calaal 3823 9 238l sae 0l 3
bﬁa,i_ﬁg)amiay.dti;hwdsg;?ﬁulu&gédtC_,L_;...a_,:xll Jda) Y

g ol dlaal 333 M Jpalsl 2 5 o
Q%ﬂ‘JéﬂJ&[ﬂ‘&éﬂ&Mﬁ_ﬁi_ﬂﬁﬂml A

0—S3 g 39 gue Y JBa 48 Jigd VA Gedlie! md@l Jleet 300 il
sial ol ISy sl y (o Y1 Al y By Y1 Fuatl o o) g il il
go—Sall e Ol sl pe UL ¢l jal JaY g ) Pl a3y Apsnsgdy LD
lebady 0 A ol el pen M Anlaze il Jaad) (338 HlE LaSeJ Jlaall
038 iyl My ¢ gl jeal¥l Ldgial clus Crgn Sllslas Dla o gyl
e L2l g dalia Clelial ol _al &5 38y Loy gasde Jsa Gl @il
558 0 el LS — 285 500 Ggaad) B (Y ghose g Bdnd) L4t Jshe
e Ol steadll ga COUE Bl ey el L8l Glelial) e wsall ayil
g ez iass
anfld (Jlac¥ dunlod) 7l

bt
33 & saall calaal 2D o) S alan JHE ) A8 pa ¥ D geall A0 Cifia )
C_.'Atu.“ LT3 ‘51:: d‘,aa:sﬂ 3l C_lt._._:é_,:l.“

DATEX i~ v



5B T ooiad laa il ol

gl Gaall A5l oyl uaat e JanS paall Cajeall g oluall (39 1

dsy 3 Jaad (e AT b jiliaa e Lelleed asad (o8 W o adais ol Y
soal Jbaa 5ol

ity Al SO0 s B a1 L gacal Rl At e g A Agled, T

s 3al g 5V aeally Sl 2 el

2l e Gl AV G Slaganadll dac)

£ el e Jidy Ll e

—

o

(]

|

.L.:\C-Lméua L_g_;!.:\ll\,:.ﬂl_,l.g_d!&_\_,b_dl _,A_,t_,_}.:a“u.od_,\ﬂ G_).:J‘J._Aﬁ?—__t

S 38 38 ae dhatie puta die (Dla e 02T 2 o g S g B 2 5ol L
o= Gel el AEAN) 5 Dtigd) Jlae ¥ Ganaly e g2y JUsdl ik slSte iy
3l g 5N i akill g acalls alall Clasall s cata

Jee) Sy YA JAIYY 7 i cumnnsall 5 5 W)y sl ac ] Mo w5 5
| P S V.. PRLS FVRLA L E AW SISV PR I LTI SO0r-S BRI 1) [ P S A
g e (a0 Gy VAGA gl ¥ 9 Tl Ala yall o WS 35000 dages
Yool e o aldSip y ol gdy ) o

adll) Bl g o ol
(S S a8 plal D e g SO A g g il (30
A e Sy sl Alile y (el pread Al aall Sl 5 Apanlll COUEA Jac
—0 il — s pal g an —ilisgd — By peadl LasSall G ol g gy ks Sl

& il (ulalel

DATEX ne \



- o ;
Al 3al) £ g pial I As pall (Jlae) anis

-

Aaa U0 oy
Lg;_.ullue__n:.licutzwlt.aju_\.‘_‘\%s?L:_a._:}_t.nua.dl&”_:ae__@?:
ga—be dipy raa (B somall i jland Sl pan (0 A0 oy skl aall
§ il Ay land Sal o ol Copeally oliall Cilata ey g las 80 o
Byl G S Ay A el AASD A0S ) e jeadl bl aling o
o1 s Gty Abaally ekl Jlacl o aall copeall y oLall (381 e we s 5 2Vl
Ly (52 s all skl 158 5 g jem g2 3 5a¥) Ra garall At Tslis g <l 28 Y]
23t a2 LplolS) (S A el o S5 S Gile gl anen 80y

S Dgeall A2a g Pl o duglaall

o Lo leae JS S 320 7 ) 5 (Al 5 A (e (e SSY e g A 53 6l a) deay
KPR ORVA R I TCT I W U TGN [ SWPIL -SSP S
Agnall A is A pma lgmay o YO ) jlimae YO 220 Pla ey (ol oyl
p—Sfe—u i) & ] 5saVI] 5 ) gl 2o JlBal (ge Al CaSe Sy Y
Ay o L S0 Glull Gae gl € Ay B el p g e 3Tl a4l 5 4l
dams ggde 1,7 e iy (S daxd  Jlaal g sl

ST e Aol il Ao ok g 3y Gl Gaall £ g pla B8 alaaYl oaa (38831
Y Jal Jalaa

S N

Gaf8d) Jead hioa 20070 & peadl Ao gSall 5 jeal dale X

2 Aol AUl SN aen 5 Lalde dpuda¥! Al Jlee) 20 caw 2ga3 ¥
Jaadl Llas

il Jlaed 2905 (e oL@V T8 ()5S (a8 el e ddta Yoo ¥ ule Ales g

sl i ac e Ll Jlacl (5 a0y dlelindiy auall Cageall g aluall Y

I\.,ﬁl_ﬂl Lg::l_,.\é L,’_[:‘— 3ldiz.a U_}'m

DATE X ne !

S~
T



EXECUTIVE SUMMARY - ARABIC TRANSLATION

MID-TERM EVALUATION
OF THE INSTITUTIONAL DEVELOPMENT SERVICES

FOR THE SECONDARY CITIES PROGRAM

Presented to

USAID/Cairo

By

Frank P Carroll

Michael Gaffen

Dan Hallett

Mohamed Farid Sewelam
Mohamed El Sayed Harfoush
Ahmed Mohamed Allam

DATEX, Inc.

7799 Leesburg Pike
Suite 1150, North Tower
Falls Church , VA 22043

Contract PCE-I-800-96-00010-00
Task OrderN OUT-PCE-|-802-96-00010-00

Final Report
July 19, 1999



